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Chris Gooch
Certified Public Accountant
P.O. Box 1536
Hazard, Kentucky 41702
(606) 436-5700 FAX : (606) 436-5701
chrisgooch@chrisgoochcpa.com

INDEPENDENT AUDITOR’'S REPORT

State Committee for School District Audits
Members of Perry County Board of Education
Hazard, Kentucky

Report on the Financial Statements

We have audited the accompanying financial statésnainthe governmental activities, the business-
type activities, each major fund, and the aggregateaining fund information of Perry County
School District as of and for the year ended June2®16, and the related notes to the financial
statements, which collectively comprise the Dissibasic financial statements as listed in thdetab
of contents.

Management’'s Responsibility for the Financial Staents

Management is responsible for the preparation aidpfesentation of these financial statements in
accordance with accounting principles generallyepted in the United States of America; this

includes the design, implementation, and maintemaridnternal control relevant to the preparation

and fair presentation of financial statements #natfree from material misstatement, whether due to
fraud or error.

Auditor's Responsibility

Our responsibility is to express opinions on théisancial statements based on our audit. We
conducted our audit in accordance with auditingddads generally accepted in the United States of
America and the standards applicable to financidita contained ilcovernment Auditing Standards
issued by the Comptroller General of the UnitedeStaand the audit requirements prescribed by the
State Committee for School District Audits in therkucky Public School District's Audit Contract
and Requirements. Those standards require thatlameamd perform the audit to obtain reasonable
assurance about whether the financial statemeatsesr from material misstatement.

An audit involves performing procedures to obtaidinevidence about the amounts and disclosures
in the financial statements. The procedures saledtpend on the auditor's judgment, including the
assessment of the risks of material misstatemettteofinancial statements, whether due to fraud or
error. In making those risk assessments, the auditosiders internal control relevant to the eitity
preparation and fair presentation of the finanstatements in order to design audit procedures that
are appropriate in the circumstances, but not far purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Aodingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accoginpolicies used and the reasonableness of
significant accounting estimates made by managerasntvell as evaluating the overall presentation
of the financial statements.



We believe that the audit evidence we have obtaisietfficient and appropriate to provide a basis
for our audit opinions.

Opinions

In our opinion, the financial statements referrechbove present fairly, in all material respedts, t
respective financial position of the government@iviies, the business-type activities, each major
fund, and the aggregate remaining fund informatbthe Perry County School District, as of June
30, 2016, and the respective changes in finanasitipn, and, where applicable, cash flows thereof
for the year then ended in accordance with accogmrinciples generally accepted in the United
States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the tebhi States of America require that the
management’s discussion and analysis, the budgetamparison information and pension
supplemental reporting on pages 4-9 and 47-49 bsepted to supplement the basic financial
statements. Such information, although not a pattie basic financial statements, is required ley th
Governmental Accounting Standards Board, who censidit to be an essential part of financial
reporting for placing the basic financial statenseit an appropriate operational, economic, or
historical context. We have applied certain limitpdbcedures to the required supplementary
information in accordance with auditing standareisegally accepted in the United States of America,
which consisted of inquiries of management aboat ritethods of preparing the information and
comparing the information for consistency with mgeraent’'s responses to our inquiries, the basic
financial statements, and other knowledge we obthiduring our audit of the basic financial
statements. We do not express an opinion or praaigeassurance on the information because the
limited procedures do not provide us with suffitiewidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of formaminions on the financial statements that
collectively comprise the Perry County School Di$%s basic financial statements. The combining
and individual non-major fund financial statemeats presented for purposes of additional analysis
and are not a required part of the basic finargtilements. The schedule of expenditures of federal
awards is presented for purposes of additionalyaisabs required by Title 2 U.&ode of Federal
Regulations(CFR) Part 200,Uniform Administrative Requirements, Cost Principleand Audit
Requirements for Federal Awardmd is also not a required part of the basiaififed statements.

The combining and individual non-major fund finaaltatements and the schedule of expenditures
of federal awards are the responsibility of manag@nand were derived from and relate directly to
the underlying accounting and other records usegrépare the basic financial statements. Such
information has been subjected to the auditing gutaces applied in the audit of the basic financial
statements and certain additional procedures, ditducomparing and reconciling such information
directly to the underlying accounting and otherores used to prepare the basic financial statements
or to the basic financial statements themselved,adher additional procedures in accordance with
auditing standards generally accepted in the Urstaties of America. In our opinion, the combining
and individual non-major fund financial statemeantsl the schedule of expenditures of federal awards
are fairly stated in all material respects in iielato the basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance witlisovernment Auditing Standardse have also issued our report dated November
9, 2016, on our consideration of the Perry Courthid®l District’'s internal control over financial
reporting and on our tests of its compliance wéhtain provisions of laws, regulations, contraats]
grant agreements and other matters. The purpod®bfeport is to describe the scope of our testing
of internal control over financial reporting andngaliance and the results of that testing, and mot t
provide an opinion on internal control over finaldieporting or on compliance. That report is an
integral part of an audit performed in accordandé Bovernment Auditing Standards considering
Perry County School District’s internal control oWimancial reporting and compliance.

Chris Gooch
Certified Public Accountant

Hazard, Kentucky

November 9, 2016



PERRY COUNTY SCHOOL DISTRICT
HAZARD, KENTUCKY

MANAGEMENT’S DISCUSSION AND ANALYSIS

For the Year Ended June 30, 2016

As management of the Perry County School Distuat, offer readers of the District's financial
statements this narrative overview and analysiheffinancial activities of the District for thes@ial
year ended June 30, 2016. This information shdwdd considered in conjunction with the
accompanying financial statements and disclosul@ximg this section.

FINANCIAL HIGHLIGHTS

- The beginning cash balance, including temporargstment accounts and activity funds, for
the District was $26,606,120. This includes rewdccash, $22,947,276 and activity fund
cash, $398,838. The beginning cash balance w844808.

- Interest revenue totaled $83,592 for the year ermaetifor the prior year the total interest
revenue was $107,028.

- The District’s total long-term debt principal redioos were $4,230,372 including refunding
the July 2006 issue. The new refunding series 26tBb principal balance is $2,155,000.

- A new bond dated February 2016 for $22,030,000 isased for construction of new
elementary school facilities.

- Total general fund revenue was $32,086,680 congigirimarily of state program (SEEK),
property, utilities, and motor vehicle taxes. &xithg general fund transfers, there were
$31,638,542 in general fund expenditures. Theeggnfund revenue and expenditures
include $6,440,458 in state on-behalf payments.

OVERVIEW OF FINANCIAL STATEMENTS

The discussion and analysis is intended to senan astroduction to the District's basic financial
statements. The District's basic financial statetme&omprise three components: 1) government-
wide financial statements, 2) fund financial statats, and 3) notes to the financial statements.
This report also contains other supplementary médion in addition to the basic financial
statements.



PERRY COUNTY SCHOOL DISTRICT
HAZARD, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2016

Government-wide financial statements

The government-wide financial statements are desidga provide readers with a broad overview
of the District’s finances, in a manner similaatprivate-sector business.

The statement of net position presents informatiorall of the District’s assets and liabilities,
with the difference between the two reported asposttion. Over time, increases or decreases in
net position may serve as a useful indicator of thdrethe financial position of the district is
improving or deteriorating.

The statement of activities presents informatioowshg how the District’s net position changed
during the most recent fiscal year. All changesnat position are reported as soon as the
underlying event giving rise to the change occregardless of the timing of related cash flows.
Thus, revenues and expenses are reported in #hésrstnt for some items that will only result in
cash flows in future fiscal periods.

The government-wide financial statements outlinecfions of the District that are principally
supported by property taxes and intergovernmergabnues (governmental activities). The
governmental activities of the District include tingtion, support services, operation and
maintenance of plant, student transportation aretatipn of non-instructional services. Fixed
assets and related debt is also supported by &axkmtergovernmental revenues.

Fund financial statements

A fund is a grouping of related accounts that isdu® maintain control over resources that have
been segregated for specific activities or objestivThis is a state mandated uniform system and
chart of accounts for all Kentucky public schoostdcts utilizing the MUNIS administrative
software. The District uses fund accounting touems&nd demonstrate compliance with finance-
related legal requirements. All of the funds o fistrict can be divided into three categories:
governmental, proprietary and fiduciary funds. ueéidry funds include activity funds.
Proprietary funds include the school food servideycare and preschool funds. All other
activities are reported under governmental funds.

Notes to the Financial Statements

The notes provide additional information that isergial to a full understanding of the data
provided in the government-wide and fund finanstatements.



PERRY COUNTY SCHOOL DISTRICT

HAZARD, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2016

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net position may serve over time as a useful indrcaf a government’s financial position. As of

June 30, 2016, assets exceeded liabilities by $21325.

The greatest portion of the District’s net positiefiects its investment in capital assets (eamd|

and improvements, buildings and improvements, Vehidurniture and equipment and ongoing
construction projects, where applicable), less ragted debt used to acquire those assets that is
still outstanding. The District uses these capésbets to provide services to its students;

consequently, these assets are not available fiurefuspending.

Although the District's

investment in its capital assets is reported netlated debt, it should be noted that the ressurce
needed to repay this debt must be provided froraratburces, since the capital assets themselves

cannot be used to liquidate these liabilities.

The District’s financial position is the product £dveral financial transactions including the net
results of activities, the acquisition and paymehtlebt, the acquisition and disposal of capital

assets, and the depreciation of capital assets.
Net position for the year ended June 30, 2016

Below is a comparison of net position:

Current assets
Noncurrent assets
Deferred outflows of resources

Total assets and outflows of resources

Current liabilities
Noncurrent liabilities
Deferred inflows of resources

Total liabilities and inflows of resources

- Net position -
Investment in capital assets (net of debt)
Restricted
Unrestricted (deficit)

Total net position

Total liabilities, deferred inflows of
resources and net position

June 30

2016 2015
29,035,732 11,565,764
59,226,495 54,284,800
2,143,917 1,079,458
90,406,144 66,930,022
6,006,112 4,553,000
61,906,434 39,982,629
1,231,283 902,000
69,143,829 45,437,629
9,559,748 20,161,147
21,775,548 6,687,306
(10,072,981) (5,356,060)
21,262,315 21,492,393
90,406,144 66,930,022




PERRY COUNTY SCHOOL DISTRICT
HAZARD, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2016

The following are significant current year trangaws that impact the Statement of Net Position:

- Increase in current restricted Building and Corwdtom Fund cash and cash equivalents, total
restricted cash at June 30, 2016 totals $22,131,633

- Changes in deferred otflows, deferred inflows agficit balances are primarily the result of
GASB 68 CERS adjusting entries related to the [Risr retirement plan for classified
employees.

- Non-current liaibilities reflect the affect of tmew revenue bond issue totaling $22,030,000
for elementary school construction.

The following table presents a comparison of statamof activities for the fiscal years ended Jude 3
2016 and 2015:

For Year Ended June

Revenues: 2016 2015
Local revenue sources 10,348,671 10,586,929
State revenue sources 34,078,74732,324,815
Federal revenue 8,214,870 7,831,910

Total revenues 52,642,288 50,743,654

Expenses:

Instruction 29,680,467 26,714,010
Student support services 1,674,395 1,898,240
Instructional support 2,211,179 2,360,352
District administration 950,259 983,334
School administration 2,495,984 2,231,847
Business support 1,188,492 1,022,487
Plant operation 5,060,821 4,371,553
Student transportation 3,160,769 3,075,820
Food service operations 5,033,114 4,031,059
Community services 626,766 552,623
Day care operations 89,820 81,690
Interest on long-term debt 700,300 628,028

Total expenses 52,872,366 47,951,043

Change in net position (230,078) 2,792,611




PERRY COUNTY SCHOOL DISTRICT
HAZARD, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2016

- Current year expense reflects governmental fundedéegdion in the amount of $2,029,342 and

state on-behalf Prior year expense reflects goventah fund depreciation in the amount of
$2,073,777.

- Local property tax comparisons at 2016 and 2015aardollows: General property tax —
$3,204,568 and $3,658,774; unmined minerals tax,168,574 and $1,002,944; motor
vehicle tax - $876,153 and $871,767 and utilityrewenue, $1,581,789 and $1,626,505.

- State revenue sources include adjustments forreiftees in actuarially determined pension
expense and amounts actually contributed.

- SEEK program fiscal year end General Fund reveras $17,457,150 for year ending June
30, 2016 and for 2015 was $17,195,166.

- Federal revenue and related exenditures per sanefltdderal awards for 2016 is $8,055,004
and for 2015 was $8,062,999.

BUDGET COMPARISONS

The following table presents a comparison of budgedctual for the general fund for the
fiscal year ended June 30, 2016:

Budget Actual Variance
2016 2016 L(D)
Revenues:

Local revenue sources 8,158,000 7,974,905 (183,095)
State revenue sources 23,827,150 24,024,029 196,879
Federal revenue sources 100,000 87,746 (12,254)

Total revenues 32,085,150 32,086,680 1,530

Expenses:

Instruction 19,974,948 18,751,901 1,223,047
Student support services 1,624,897 1,433,163 191,734
Instructional support 646,211 606,157 40,054
District administration 926,160 822,241 103,919
School administration 2,175,787 2,193,966 (18,179)
Business support 967,876 1,031,285 (63,409)
Plant operation and management 3,861,914 4,251,537 (389,623)
Student transportation 2,421,420 2,392,603 28,817
Food service operations 600 - 600
Community services 5,879 9,521 (3,642)
Debt service - 146,168 (146,168)
Contingencies 2,484,813 - 2,484,813

Total expenses 35,090,505 31,638,542 3,451,963

Excess (deficiency) of revenue over expenditures (3,005,355) 448,138 3,453,493




PERRY COUNTY SCHOOL DISTRICT
HAZARD, KENTUCKY

MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)

For the Year Ended June 30, 2016

Actual revenues and expenditures reflect Genernadi State on behalf payments in the amount
of $6,440,458.

Variances in Instruction, $1,223,047 is primarilpder Salaries — Personnel Services,
$1,156,016.

Unbudgeted debt service includes payments madeddia KISTA bus purchases.

BUDGETARY IMPLICATIONS

In Kentucky the public school fiscal year is Juhune 30; other programs, i.e. some federal
operate on a different fiscal calendar, but arkecétd in the district overall budget. By law
the budget must have a minimum 2% contingency. dis&ict adopted a budget with
$2,484,813 in contingency (7.06%) for the fiscadiyended June 30, 2016.

Results of the current fiscal year and recent hisitbtrends for the District were taken into

account when preparing the subsequent year budgetsignificant changes in revenue or
expense items are foreseeable. The District'gd#es and tax base remain effectively the
same. The District has assessed and consideredying economical and funding factors at
the federal, state, and local level and other moaAtial areas including demographics, local
economy and risk of loss of student population thaly have a significant impact on the

financial statements when preparing subsequens yeaigets.

Questions regarding this report should be directedhe Superintendent or the Finance
Officer at (606) 439-5813.



Assets:
- Current assets -

Cash and cash equivalents - unrestricted
Cash and cash equivalents - restricted

Accounts receivable:
Taxes - current

Taxes - delinquent
Other
Intergovernmental - state

Intergovernmental -indirect federal

Inventories
Total current assets

- Noncurrent assets -

Capital assets - non-depreciable
Capital assets - depreciable (net)
Unamortized discounts on bonds payable

Total noncurrent assets

Deferred Outflows of Resources
Deferred outflows - pension resources

Total assets and deferred outflows of resources

PERRY COUNTY SCHOOL DISTRICT

STATEMENT OF NET POSITION

At June 30, 2016

Governmental Business-type

10.

See notes to financial statements.

Activities Activities Total
3,830,825 - 3,830,825
22,131,633 815,643 22,947,276
294,490 - 294,490
91,105 - 91,105
302,549 - 302,549
145,436 14,293 159,729
873,495 524,870 1,398,365
- 11,393 11,393
27,669,533 1,366,199 29,035,732
12,158,124 - 12,158,124
46,759,405 160,364 46,919,769
148,602 - 148,602
59,066,131 160,364 59,226,495
1,812,896 331,021 2,143,917
88,548,560 1,857,584 90,406,144




PERRY COUNTY SCHOOL DISTRICT

STATEMENT OF NET POSITION (Continued)

At June 30, 2016

Liabilities:
- Current liabilities -
Cash deficit
Accounts payable
Unearned revenues - governmental sources
Current portion of bond/lease obligations

Current portion of KSBIT obligation
Interest payable

Total current liabilities

- Noncurrent liabilities -
Long term portion of accrued sick leave pagabl
Long term portion of KSBIT obligation
Unamortized premium on bonds payable
Noncurrent portion of bond/lease obligations
Net pension liability
Total noncurrent liabilities

Total liabilities

Deferred inflows of resources - pension related
Total deferred inflows of resourc

Net position:
Net investment in capital assets
Restricted for:
Sick Leave
Other
Unrestricted (deficit)

Total net position

Total liabilities, deferred inflows of
resources and net position

See notes to financial statements.

11.

Governmental Business-type
Activities Activities Total
570,601 218 570,819
1,047,142 21,369 1,068,511
@46,7 - 446,764
2,888 - 2,848,859
28,036 - 28,036
1,043,123 - 1,043,123
5,984,525 21,587 6,006,112
424,029 - 424,029
112,147 - 112,147
14,452 - 14,452
,49a,457 - 50,474,457
9,201,269 1,680,080 10,881,349
60,226,354 1,680,080 61,906,434
66,210,879 1,701,667 67,912,546
,041,172 190,111 1,231,283
1,041,172 190,111 1,231,283
9,399,384 160,364 9,559,748
162,617 - 162,617
21,599,553 13,378 21,612,931
(9,865,045) (207,936) (10,072,981)
21,296,509 (34,194) 21,262,315
88,548,560 1,857,584 90,406,144




12.

PERRY COUNTY SCHOOL DISTRICT

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2016

FUNCTIONS/PROGRAMS:
- Governmental Activities -
Instruction
Support services:
Student
Instructional staff
District administration
School administration
Business support
Plant operation & management
Student transportation
Food service operations
Community services operations
Interest on long-term debt

Total governmental activities

- Business-type Activities -
Food service
Day care

Total business-type activities

Total primary government

See notes to financial statements.

Program Revenu

Charges
for
Expenses Services

Operating Capital
Grants & Grants &
Contributions Contributions

29,680,467 - (14,128,513) -
1,674,395 - (855,596) -
2,211,179 - (285,218) -

950,259 - (134,207) -
2,495,984 - (793,133) -
1,188,492 - (125,007) -

5,060,821 - (90,814) -
3,160,769 - (163,175) -

53,020 - (100,386) -
626,766 - (542,404) -
700,300 - - -
47,802,452 - (17,218,453) -

4,980,094 (401,592) (3,962,498) -
89,820  (99,008) - -
5,069,914 (500,600)  (3,962,498) -

52,872,366 (500,600)

(21,180,951) -




PERRY COUNTY SCHOOL DISTRICT

STATEMENT OF ACTIVITIES (continued)

For the Year Ended June 30, 2016

General revenues:
Taxes
Investment earnings
State and formula grants
Miscellaneous
Transfers in (out)

Total general revenues

Change in net position
Net position - beginning of year (restated)

Net position (deficit) - end of year

See notes to financial statements.

13.

Net (Expense) Revenue and Changes in Net Position

Governmental

Activities

(15,551,954)

(818,799)
(1,925,961)
(816,052)
(1,702,851)
(1,063,485)
(4,970,007)
(2,997,594)
47,366

(84,362)

(700,300)

(30,583,999)

(30,583,999)

9,395,739
69,309

21,112,666

368,740

29,434

30,975,888

391,889

20,800,

21,296,509

Business-

Type
Activities

(616,004)

9,188

(606,816)

(606,816)

14,283

(29,434)

(15,151)

(621,967)

587,773

(34,194)

Total

(15,551,954)

(818,799)
(1,925,961)
(816,052)
(1,702,851)
(1,063,485)
(4,970,007)
(2,997,594)
47,366

(84,362)

(700,300)

(30,583,999)

(616,004)
9,188

(606,816)

(31,190,815)

9,395,739
83,592

21,112,666

368,740

30,960,737

(230,078)

21,492,393

21,262,315



14.
PERRY COUNTY SCHOOL DISTRICT

BALANCE SHEET — GOVERNMENTAL FUNDS

At June 30, 2016

Other Total
General Special FSPK Construction Gov't Governmental
Fund Revenue Fund Fund Funds Funds
Assets:
Cash and investments 3,830,825 - - - - 3,830,825
Cash and cash equivalents - restricted - - 5,909,436 16,222,197 - 22,131,633
Accounts receivable:
Taxes - current 294,490 - - - - 294,490
Taxes - delinquent 91,105 - - - - 91,105
Other 131,349 33,700 - 137,500 - 302,549
Intergovernmental - state 1,549 143,887 - - - 145,436
Intergovernmental - federal - 873,495 - - - 873,495
Total assets 4,349,318 1,051,082 5,909,436 16,359,697 - 27,669,533
Liahilities:
Cash deficit - 570,601 - - - 570,601
Accounts payable 306,046 33,717 - 707,379 - 1,047,142
Unearned revenues - governmental sources - 446,764 - - - 446,764
Total liabilities 306,046 1,051,082 - 707,379 - 2,064,507
Fund balances
Restricted for SFCC Escrow - prior - - - - - -
Restricted for debt service - - 555,702 - - 555,702
Restricted for future construction - - 5,353,734 15,652,318 - 21,006,052
Restricted for sick leave 162,617 - - - - 162,617
Assigned - purchase obligations 37,799 - - - - 37,799
Unassigned fund balance 3,842,856 - - - - 3,842,856
Total fund balances 4,043,272 - 5,909,436 15,652,318 - 25,605,026
Total liabilities
and fund balances 4,349,318 1,051,082 5,909,436 16,359,697 - 27,669,533

See notes to financial statements.



15.
PERRY COUNTY SCHOOL DISTRICT

RECONCILIATION OF THE BALANCE SHEET —
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET POSITION

At June 30, 2016

Total fund balance per fund financial statements 25,605,026

Amounts reported for governmental activities in the
statement of net position are different because:

Capital assets are not reported in this funaniaial

statement because they are not current financia

resources, but are reported in the statement

of net position. 58,917,529

Deferred outflows - pension resources are
reported in government wide financial stateradmit
not in fund financial statements. 1,812,896

Unamortized discounts on bonds payable arertegh@ government
wide financial statement but not in fund finmhstatements. 148,602

Long-term sick leave payable is not recognirethé fund
financial statements. (424,029)

Certain liabilities (such as bonds payable K88IT payable

are not reported in this fund financial statetmbecause

they are not due and payable, and relatetesittend unamoritized

premiums on bonds payable, but are presentégkigovernment-

wide financial statements. (54,521,074)

Net pension obligations are not due and paymalilee current period,
and therefore, are not reported in the funanicial statements. (9,201,269)

Deferred inflows of resources related to persiare not reported
in the fund financial statements. (1,041,172)

Net position for governmental activities 21,296,509

See notes to financial statements.



16.
PERRY COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES — GOVERNMENTAL FUNDS

For the Year Ended June 30, 2016

General Special FSPK Construction Other Total
Fund Revenue Fund Fund Govt Funds Gov't Funds
Revenues:
From local sources:
Taxes 7,863,654 - 1,532,085 - - 9,395,739
Earnings on investments 69,309 - - - - 69,309
Other local revenue 41,942 314,869 - - - 356,811
Intergovernmental - state 24,024,022,907,285 1,146,467 137,500 1,388,279 29,603,560
Intergovernmental - direct federal - 59,444 - - - 59,444
Intergovernmental - indirect federal 87,74@,105,182 - - - 4,192,928
Total revenues 32,086,680 7,386,780 2,678,552 137,500 1,388,279 43,677,791
Expenditures:
Instructional 18,751,901 5,352,866 - - - 24,104,767
Student support services 1,433,163 19,820 - - - 1,452,983
Staff support services 606,1571,312,629 - - - 1,918,786
District administration 822,241 2,361 - - - 824,602
School administration 2,193,966 - - - - 2,193,966
Business support 1,031,285 48 - - - 1,031,333
Plant operations and maintenance 4,251,537 64,693 - - - 4,316,230
Student transportation 2,392,603 143,006 - - - 2,535,609
Food service operations - 53,020 - - - 53,020
Community service activities 9,521 534,365 - - - 543,886
Facilties acquisition and construction - - - 6,183,899 - 6,183,899
Debt service costs
Principal 126,366 - - - 2,004,035 2,130,401
Interest 19,802 - - - 583,612 603,414
Total expenditures 31,638,542 7,482,808 - 6,183,899 2,587,647 47,892,896
Excess (deficit) of revenues over expenditures 81,1 (96,028) 2,678,552 (6,046,399) (1,199,368) (4,215,105)
Other financing sources (uses):
Bond proceeds - - - 21,679,764 2,099,971 23,779,735
Bond issure retirement - - - - (2,099,971) (2,099,971)
Operating transfers in 388,092 91,078 - - 1,558,026 2,037,196
Operating transfers out (91,078) - (1,558,026) - (358,658) (2,007,762)
Gains (losses) on assets 6,979 4,950 - - - 11,929
Total other financing sources (uses) 303,993 96,028 (1,558,026) 21,679,764 1,199,368 21,721,127
Changes in fund balance 752,131 - 1,120,526 15,633,365 - 17,506,022
Fund balance - July 1, 2015 3,291,141 - 4,788,910 18,953 - 8,099,004
Fund balance - June 30, 2016 4,043,272 - 5,909,436 15,652,318 - 25,605,026

See notes to financial statements.



PERRY COUNTY SCHOOL DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES OF

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2016

Net change in total fund balances per fund findrst&#ements

Amounts reported for governmental activities in sh@ement of
activities differences:

Governmental funds report capital outlays as exjpames. However,
in the statement of activities, the cost of thosgets are allocated over
their estimated useful lives as deprecation expense
Captial outlays are reported in fund finahsiatements
Depreciation recorded in government wide feialnstatements

Interest expense on long-term debt is recognizédeirfund financial
statements when paid and accrued in the governwidatfinancial
statements of activities.

Accrued sick leave is recognized when incurredchénfund financial statements.

Amortization expense on refunded debt is not rezegnn the fund
financial statements.

Bond principal payments are recognized as expeameditaf current
financial resources in the fund financial stateradnit are reductions
liabilties in the statement of net position.

Payments on other long term financing, KSBIT, aeognized as
expenditures of current financial resources inftimal financial
statements but are reductions of liabiloities | $itatement of net
position.

Bond proceeds are recognized as other financirguress in the fund
financial statements but are reflected as liadgliin the statement of net
position.

Governmental funds report district pension contiims as
expenditures. However, in the statement of aasjitthe cost of
pension benefits earned net of employee contribsitiv reported as
pension expense.

Change in net position of governmental activities

See notes to financial statements.

17.

17,506,022

6,183,899
(2,029,342)

(85,797)

95,833

(11,089)

4,230,372

28,036

(23,779,735)

(1,746,310)

391,889



18.
PERRY COUNTY SCHOOL DISTRICT

STATEMENT OF NET POSITION — PROPRIETARY FUNDS

At June 30, 2016

Food Service Day Care
Fund Fund Total
Assets:
- Current Assets -
Cash and cash equivalents - restricted 815,643 - 815,643
Accounts receivable 524,870 14,293 539,163
Inventories 11,393 - 11,393
Total current assets 1,351,906 14,293 1,366,199
- Noncurrent Assets -
Depreciable capital assets - net 160,364 - 160,364
Total assets 1,512,270 14,293 1,526,563
Deferred Outflows of Resources
Deferred outflows - pension resources 331,021 - 331,021
Total assets and deferred outflow of resources 1,843,291 14,293 1,857,584
Liabilities:
- Current Liabilities -
Cash - deficit - 218 218
Accounts payable 20,672 697 21,369
Total current liabilities 20,672 915 21,587
- Noncurrent liabilities -
Net pension liability 1,680,080 - 1,680,080
Total liabilities 1,700,752 915 1,701,667
Deferred Inflows of Resources
Deferred inflows - pension resources 190,111 - 190,111
Total liabilities and deferred inflow of resources 1,890,863 915 1,891,778
Net position:
Net investment in capital assets 160,364 - 160,364
Unrestricted (Deficit) (207,936) 13,378 (194,558)
Total net position (47,572) 13,378 (34,194)
Total liabilities, deferred inflow of resources anet position 1,843,291 14,293 1,857,584

See notes to financial statements.



PERRY COUNTY SCHOOL DISTRICT

19.

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NPDSITION —
PROPRIETARY FUNDS

For the Year Ended June 30, 2016

Operating revenues:
Revenues from local sources
Federal grants

State grants/on-behalf payments
Donated commaodities

Tuition from individuals

Total operating revenues

Operating expense:
Salaries and wages
Contract services

Materials and supplies
Depreciation

Other operating expenses

Total operating expenses

Operating income (loss)

Nonoperating Revenue/(Expense):
Interest income

Transfers in (out)

Total nonoperating revenue/(expense)

Change in net position

Net Position, July 1, 2015, restated

Net Position (Deficit), June 30, 2016

See notes to financial statements.

Food Service Day Care
Fund Fund Total
401,592 - 401,592
3,663,390 - 3,663,390
274,060 - 274,060
25,048 - 25,048
- 99,008 99,008
4,364,090 99,008 _ 4,463,098
1,923,190 79,006 2,002,196
357,652 660 358,312
2,512,172 10,029 2,522,201
29,745 - 29,745
157,335 125 157,460
4,980,094 89,820 _ 5,069,914
(616,004) 9,188 (606,816)
14,283 - 14,283
(29,434) - (29,434)
(15,151) - (15,151)
(631,155) 9,188 (621,967)
583,583 4,190 587,773
(47,572) 13,378 (34,194)
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PERRY COUNTY SCHOOL DISTRICT

STATEMENT OF CASH FLOWS — PROPRIETARY FUNDS

For the Year Ended June 30, 2016

Food Service Day Care

Fund Fund Total
Cash flows from operating activities:
Cash received from:
Lunchroom sales 401,592 - 401,592
Federal and State grants 3,247,250 - 3,247,250
Tuition from individuals - 84,715 84,715
Cash paid to/for:
Employees (1,649,130) (79,006) (1,728,136)
Supplies/Contractual (2,870,073) (10,820) (2,880,893)
Other activities (157,335) (785) (158,120)

Net cash provided (used) by operating activities (1,027,696) (5,896) (1,033,592)

Cash flows from capital and related
financing activities:
Change in capital assets (net) (49,500) - (49,500)

Cash flows from investing activities:
Interest income 14,283 - 14,283

Cash flows from financing activities:

Changes in net pension liabilities and related rdake 318,863 - 318,863
Transfers from (to) other funds (29,434) - (29,434)
289,429 - 289,429

Net increase (decrease) in cash (773,484) (5,896) (779,380)
Cash, beginning of year 1,589,127 5,678 1,594,805
Cash, end of year 815,643 (218) 815,425

Reconciliation of operating income (loss)

to net cash provided (used) by operations:
Operating income (loss) (616,004) 9,188 (606,816)
Adjustments to reconcile operating income to

cash provided (used) by operating activities:

Depreciation 29,745 - 29,745
Changes in current assets/liabilities

Accounts receivable (416,140) (14,293) (430,433)

Inventory 36,234 - 36,234

Accounts payable (61,531) (791) (62,322)

Net cash provided (used) by operating activities 027,696) (5,896) (1,033,592)

The schedule reflects reconciliation for $274,060non-cash on-behalf payments from the State
related to personnel costs and $25,048 relatedrtatdd commodities.

See notes to financial statements.



PERRY COUNTY SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET POSITION — ACTIVITY FUNDB

At June 30, 2016

Assets:
Cash and cash equivalents 398,838
Total assets 398,838
Liabilities:
Accounts payable -
Due to individual student activity account funds BB
Total liabilities 398,838
Net Postion:

Restricted - student activities

Total liabilities and net position 398,838

See notes to financial statements.



22.
PERRY COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2016

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES

The Perry County Board of Education (Board), a fivember group, is the level of government which
has oversight responsibilities over all activitie$ated to public elementary and secondary school
education within the jurisdiction of Perry Countgh®ol District (District). The Board receives
funding from local, state and federal governmenirees and must comply with the commitment
requirements of these funding sources entities.wév¥er, the Board is not included in any other
governmental “reporting entity” as defined in Seuti 2100, Codification of Governmental
Accounting and Financial Reporting Standards agd@osmbers are elected by the public and have
decision making authority, the power to designatmagement, the responsibility to develop policies
which may influence, operations and primary accability for fiscal matters.

The Board, for financial purposes, includes alltioé funds and account groups relevant to the
operation of the Perry County Board of Educatidine financial statements presented herein do not
include funds of groups and organizations, whidchalgh associated with the school system, have
not originated within the Board itself such as B&ubsters, Parent-Teacher Associations, etc.

The financial statements of the Board include thafsgeparately administered organizations that are
controlled by or dependent on the Board. Contralependence is determined on the basis of budget
adoption, funding and appointment or the respegioxerning board.

Based on the foregoing criteria, the financialestagnts of the following organization are included i
the accompanying financial statements:

Perry County School District Finance Corporatio®r July 12, 1988, the Perry County, Kentucky,
Board of Education resolved to authorize the emstaimient of the Perry County School District
Finance Corporation (a non-profit, non-stock, pulalind charitable corporation organized under the
School Bond Act and KRS 273 and KRS Section 58.830n agency of the Board for financing the
costs of school building facilities. The Board Mmens of the Perry County Board of Education also
comprise the Corporations’ Board of Directors.

Government-wide Financial Statements — The stateofamet position and the statement of activities
display information about the District as a wholEhese statements include the financial activities
the primary government, except for fiduciary fundShe statements distinguish between those
activities of the District that are governmentatl éinose that are considered business-type activitie



23.
PERRY COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES (continued)

Basis of Presentation

The government-wide statements are prepared usingdonomic resources measurement focus. This
is the same approach used in the preparation gbribrietary fund financial statements but differs
from the manner in which governmental fund finahstatements are prepared. Governmental fund
financial statements therefore include reconcoiativith brief explanations to better identify the
relationship between the government-wide statenmamdshe statements for governmental funds.

The government-wide statement of activities presentcomparison between direct expenses and
program revenues for each segment of the busigpesactivities of the District and for each funatio

or program of the District’'s governmental activitie Direct expenses are those that are specifically
associated with a service, program or departmeshtaam therefore clearly identifiable to a particula
function. Program revenues include charges paithbyecipient of the goods or services offered by
the program and grants and contributions that estricted to meeting the operational or capital
requirements of a particular program. Revenues dha not classified as program revenues are
presented as general revenues of the District, eétitain limited exceptions. The comparison of
direct expenses with program revenues identifies @éktent to which each business segment or
governmental function is self-financing or drawanfrthe general revenues of the District.

Fund Financial Statements — Fund financial statésneport detailed information about the District.
The focus of governmental and enterprise fund fifnstatements is on major funds rather than
reporting funds by type. Each major fund is présgnn a separate column. Nonmajor funds are
aggregated and presented in a single column. Riduitinds are reported by fund type.

The accounting and reporting treatment appliedftmnd is determined by its measurement focus. All
governmental fund types are accounted for usinigva 6f current financial resources measurement
focus. The financial statements for governmentat§ are a balance sheet, which generally includes
only current assets and current liabilities, anstaaement of revenues, expenditures and changes in
fund balances, which reports on the changes irtatat position. Proprietary funds and fiduciary
funds are reported using the economic resourcesuraaent focus. The statement of cash flows
provides information about how the District finaa@nd meets the cash flow needs of its proprietary
activities.



24.
PERRY COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING

POLICIES (continued)

Basis of Presentation (continued)

The District has the following funds:

(A)

(B)

(©)

(D)

Governmental Fund Types

The General Fund is the primary operating fund k& District. It accounts for
financial resources used for general types of djparm This is a budgeted fund, and
any fund balances are considered as resourceafaledibr use. This is a major fund of
the District.

The Special Revenue Grant Funds account for prgceédpecific revenue sources
(other than expendable trusts or major capitalgets) that are legally restricted to
disbursements for specified purposes. It includeteral financial programs where
unused balances are returned to the grantor atidee of specified project periods as
well as the state grant programs. Project accogrigs employed to maintain integrity
for the various sources of funds. The separatg¢eq of federally-funded grant
programs are identified in the Schedule of Expemelg of Federal Awards included in
this report. This is a major fund of the District.

The District Wide Activity Multi Year fund, a spedirevenue fund, accounts for
student activities on a district wide basis prifydior instruction and instructional staff
support service purposes.

Capital Project Funds are used to account for Girmmesources to be used for the
acquisition or construction of major capital fagds and equipment (other than those
financed by Proprietary Funds).

1. The Support Education Excellence in Kentucky (SEEXpital Outlay
Fund receives those funds designated by the std@mpital Outlay Funds
and is restricted for use in financing projectsniifeed in the District’s
facility plan.

2. The Facility Support Program of Kentucky Fund actsufor funds
generated by the building tax levy required to ipgrate in the School
Facilities Construction Commission’s constructionnding and state
matching funds, where applicable. Funds may bel dse projects
identified in the District’'s facility plan. Thissia major fund of the
District.

3. The Construction Fund accounts for proceeds frolessaf bonds and
other revenues to be used for authorized consbructiThis is a major
fund of the District.



25.
PERRY COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES (continued)

Basis of Presentation (continued)

(E) The Debt Service Fund is used to account feratcumulation of resources for, and
the payment of, general long-term debt principal emterest and related cost; and, for
the payment of interest on general obligation np@gable, as required by Kentucky
Law.

Il. Proprietary Funds (Enterprise Funds)

The School Food Service Fund is used to accounsdbool food service activities,
including the National School Lunch Program, whiskconducted in cooperation with
the U.S. Department of Agriculture (USDA). Amouhts/e been recognized for in-kind
contribution of commaodities from the USDA. The 8ohFood Service Fund is a major
fund.

The Childcare Fund accounts for revenues and expeesl related to daycare services
and preschool activities.

Il Fiduciary Fund Types (includes agency and trusi$yin

The Activity Fund accounts for activities of stutlgmoups and other types of activities
requiring clearing accounts. These funds are atedufor in accordance with
Accounting Procedures for Kentucky School Activiiynds.

Basis of Accounting

Basis of accounting determines when transactioesemorded in the financial records and reported
on the financial statements. Government-wide firgnstatements are prepared using the accrual
basis of accounting. Governmental funds use thdifiad accrual basis of accounting. Proprietary

and fiduciary funds also use the accrual basicodanting.

Revenues — Exchange and Non-exchange TransactioRevenues resulting from exchange
transactions, in which each party receives esdgnggual value, is recorded on the accrual basis
when the exchange takes place. On a modified alcbasis, revenues are recorded in the fiscal year
in which the resources are measurable and availaBlailable means that the resources will be
collected within the current fiscal year or are ested to be collected soon enough thereafter to be
used to pay liabilities of the current fiscal yedfor the District, available means expected to be
received within sixty days of the fiscal year-end.

Nonexchange transactions, in which the Districeiees value without directly giving equal value in
return, include property taxes, grants, entitlermemtd donations. On an accrual basis, revenue from
property taxes is recognized in the fiscal yearnbich the taxes are levied. Revenue from grants,
entitlements and donations is recognized in theafigear in which all eligibility requirements have
been satisfied. Eligibility requirements includming requirements, which specify the year when the
resource are required to be used or the fiscalwban use is first permitted, matching requirements
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PERRY COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES (continued)

Basis of Accounting (continued)

in which the District must provide local resourtese used for a specified purpose, and expenditure
requirements, in which the resources are providethé¢ District on a reimbursement basis. On a
modified accrual basis, revenues from nonexcharagesactions must also be available before it can
be recognized.

Deferred Inflows of Resources and Deferred OutfloivResources — A deferred inflow of resources
is an acquisition of net position by the Distribat is applicable to a future reporting period. A
deferred outflow of resources is a consumption eif position by the District that is applicable to a
future reporting period. On governmental fund ficial statements, receivables that will not be
collected within the available period have beeroregl as deferred inflows of resources. On the
accrual basis of accounting, unamortized deferregiges on debt refunding is reported as a deferred
outflow of resources.

Expenses/Expenditures — On the accrual basis olating, expenses are recognized at the time they
are incurred. The fair value of donated commaslitised during the year is reported in the statement
of revenues, expenses, and change in net assatseapense with a like amount reported as donated
commodities revenue. Unused donated commoditeseported as deferred inflows.

The measurement focus of governmental fund acaumifidi on decreases in net financial resources
(expenditures) rather than expenses. Expendiamegenerally recognized in the accounting period
in which the related fund liability is incurred,nfeasurable. Allocations of cost, such as depienia
are not recognized in governmental funds.

Property Taxes

Property Tax Revenues — Property taxes are lexaell 8eptember on the assessed value listed as of
the prior January 1, for all real and personal propin the county. The billings are considereé du
upon receipt by the taxpayer; however, the actat & based on a period ending 30 days after the
tax bill mailing. Property taxes collected areamled as revenues in the fiscal year for which they
were levied. All taxes collected are initially dested into the General Fund and then transfewed t
the appropriate fund.

The property tax rates assessed for the year eddee 30, 2016, to finance the General Fund
operations were $.548 per $100 valuation for reap@rty, $.548 per $100 valuation for business
personal property and $.497 per $100 valuatiomrfotor vehicles.

The District levies a utility gross receipts licertax in the amount of 3% of the gross receipta/edr
from the furnishings, within the county, of teleplim and telegraphic communications services,
cablevision services, electric power, water, artdnad artificial and mixed gas.
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PERRY COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES (continued)

Capital Assets

General capital assets are those assets not spégifielated to activities reported in the profarg
funds. These assets generally result from expamditin the governmental funds. These assets are
reported in the governmental activities columnh@ government-wide statement of net position but
are not reported in the fund financial statemer@spital assets utilized by the proprietary funds a
reported both in the business-type activities collohthe government-wide statement of net position
and in the respective funds.

All capital assets are capitalized at cost (ometied historical cost) and updated for additiond an
retirements during the year. Donated fixed assetsecorded at their fair market values as ofitite
received. The District maintains a capitalizatitmeshold of five thousand dollars for tangible
property with the exception of all computers andtdg equipment; printers and digital cameras
greater than $300; any additional items designatel] real property for which there is no threshold.
The District does not possess any infrastructureprovements are capitalized; the cost of normal
maintenance and repairs that do not add to theealthe asset or materially extend an assetaiéde
not.

All reported capital assets are depreciated, exdept land and construction in progress.
Improvements are depreciated over the remaininduludares of the related capital assets.
Depreciation is computed using the straight-linethoé over the following useful lives for both
general capital assets and proprietary fund assets:

Governmental Activities

Description Estimated Lives
Buildings and improvements 25-50 years
Land improvements 20 years
Technology equipment 5 years
Vehicles 5-10 years
Audio-visual equipment 15 years
Food service equipment 10-12 years
Furniture and fixtures 7 years

Interfund Balances

On fund financial statements, receivables and pagatesulting from short-term interfund loans are
classified as “interfund receivables/payables”.e§damounts are eliminated in the governmental and
business-type activities columns of the statemehtet position, except for the net residual amsunt
due between governmental and business-type agesiyitihich are presented as internal balances.
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PERRY COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE A—- REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES (continued)

Accumulated Unpaid Sick Leave Benefits

Upon retirement from the school system, an emplayiteeceive from the District an amount equal
to 30% of the value of accumulated sick leave.

Sick leave benefits are accrued as a liability gighe termination payment method. An accrual for
earned sick leave is made to the extent thatpradable that the benefits will result in termioati
payments. The liability is based on the Schooltrigiss past experience of making termination
payments.

Compensated absence liabilities are recorded lmsbdlances for classified and certified employees
with twenty-seven or more years of experience a¢ R0, 2016.

The District has restricted $162,617 of its funthhee for future sick leave payments.

Budgetary Process

Budgetary Basis of Accounting: The District's betlryy process accounts for certain transactions on
a basis other than Generally Accepted Accountingiciies (GAAP). The major differences
between the budgetary basis and the GAAP basis are:

Revenues are recorded when received in cash (lamgljjeis opposed to when susceptible to accrual
(GAAP).

Expenditures are recorded when paid in cash (badgeas opposed to when susceptible to accrual
(GAAP).

Cash and Cash Equivalents

The District considers demand deposits, money nddkals, and other investments with original
maturity of 90 days or less, to be cash equivalents

Cash and other assets are reported as restricted hivhitations on their use change the nature or
normal understanding of the availability of the ediss Such constraints are either imposed by
creditors, contributors, grantors, or laws of otlgmvernments, or are imposed by law through
constitutional provisions or enabling legislatidRestricted assets represent amounts requiredaby St

statute to be set aside for acquisition and coctsbru of capital improvedments.

Inventories

Supplies and materials are charged to expenditunes purchased.
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PERRY COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES (continued)

Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities and long-term ightions are reported in the government-wide
financial statements, and all payables, accruddllitias and long-term obligations payable from
proprietary funds are reported on the proprietandffinancial statements.

In general, payables and accrued liabilities th#ithe paid from governmental funds are reported on
the governmental fund financial statements regasdié whether they will be liquidated with current

resources. However, claims and judgments, theurosrat portion of capital leases, accumulated sick
leave, contractually required pension contributiand special termination benefits that will be paid

from governmental funds are reported as a liahititthe fund financial statements only to the eiten

that they will be paid with current, expendableaitable financial resources. In general, payments
made within sixty days after year-end are consitldre have been made with current available
financial resources. Bonds and other long-ternigabbns that will be paid from governmental funds

are not recognized as a liability in the fund ficiah statements until due.

Net Position

GASB 63 has changed the presentation of the Distritnancial statements to incorporate the
concepts of net position, deferred outflows of weses and deferred inflows of resources. Net
position represents the difference between assetglaferred outflows and liabilities and deferred
inflows. The net position component “investmentapital assets, “ consists of capital assets, het o
accumulated depreciation, reduced by the outstgrishifances of any borrowing used for acquisition,
construction or improvement of those assets. Dedeoutflows of resources and deferred inflows of
resources that are attributable to the acquisitionstruction or improvement of those assets ated|
debt also should be included in this componentedfposition. Net position is reported as restricted
when there are limitations on its use either thiotige enabling legislation adopted by the Distoict
through external restrictions imposed by the coedjt grantors or laws or regulations of other
governments.

Operating Revenues and Expenses

Operating revenues are those revenues that areateshalirectly from the primary activity of the
proprietary funds. For the School District, thoseenues are primarily charges for meals provided b
the various schools.

Interfund Activity

Exchange transactions between funds are reportedeasnues in the seller funds and as
expenditures/expenses in the purchaser funds. sFwcash or goods from one fund to another
without a requirement for repayment are reporteidtasfund transfers.
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NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICAN ACCOUNTING
POLICIES (continued)

Interfund Activity (continued)

Interfund transfers are reported as other finan@ogrces/uses in governmental funds and after
nonoperating revenues/expenses in proprietary fun®epayments from funds responsible for
particular expenditures/expenses to the funds ith&ally paid for them are not presented on the
financial statements.

Recently Issued Accounting Pronouncements

GASB Statement 65, implemented during the 2013€bnting year, establishes accounting and
financial reporting standards that reclassify éertassets and liabilities as deferred outflows of
resources or deferred inflows of resources, previdenges in the determination of the major fund
calculations and limiting the use of “deferredfimancial statement presentations.

GASB Statement No. 6d,echnical Corrections—2012; an Amendment of GASR8ents No. 10
and No. 62gffective for periods beginning after December A&l 2, resolves conflicting accounting
and reporting guidance that could diminish conasisfimancial reporting and enhance the usefulness
of financial reports. The District implemented thew requirements for fiscal year 2013-2014
financial statements.

GASB Statements Nos. 67, 68 and Akcounting and Financial Reporting for Pensions r a
amendment of GASB Statementi2proves accounting and financial reporting by estand local
governments for pensions. It also improves infaromaprovided by state and local governmental
employers about financial support for pensions tegtrovided by other entities. This Statement
results from a comprehensive review of the effertass of existing standards of accounting and
financial reporting for pensions with regard to ypding decision-useful information, supporting
assessments of accountability and inter-periodtgqand creating additional transparency. This
Statement is effective for fiscal years beginnifigraJune 15, 2014.

NOTE B —ESTIMATES

The preparation of financial statements in confoymiith accounting principles generally accepted in
the United States of America requires the Dissictianagement to make estimates and assumptions
that affect reported amounts of assets, liabilittaad balances, and disclosure of contingent asset
and liabilities at the date of the basic finansi@tements, and the reported amounts of revenues an
expenditures during the reporting period. Acteslults could differ from those estimates.

NOTE C —CASH AND CASH EQUIVALENTS

At year-end, the bank balance of the District'shcasd cash equivalents was $28,260,948. Cash
equivalents are funds temporarily invested in séearwith a maturity of 90 days or less.

The funds of the District are deposited and invibsteder the terms of a contract, contents of which
are set out in the bond of depositors for publitost funds. The depository bank places approved
pledged securities for safekeeping and trust withDistrict's agent bank in an amount sufficient to

protect District funds on a day-to-day basis dutimg period of the contract. The pledge of appdove

securities is waived only to the extent of the dd#jpoy bank’s dollar amount of Federal Deposit

Insurance Corporation (“FDIC”) insurance.
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NOTE C — CASH AND CASH EQUIVALENTS (continued)

Custodial credit risk is the risk that in eventbaink failure the deposits may not be returned ar th
the District may not recover collateral securitieShe District requires deposits to be secured by
collateral valued at market or par, whichever isidg less the amount of the Federal Deposit
Insurance Corporation insurance (FDIC). All of tbéstrict’'s deposits were collateralized with
securities held in the financial institution’s nandnterest rate risk is the risk that changdasterest
rates will adversely affect the fair value of awastment. Investments held for longer periods are
subject to increased risk of adverse interestchtmges. The District does not retain any longtter
investments. Concentrations of credit risk are rike of loss attributed to the magnitude of the
District’s investments in a single issuer. All thie organization’s cash is held at a local financia
institution.  Foreign currency risk is the risk ohanges in exchange rates affecting foreign
investments. The District does not hold any fardigvestments.

Cash and cash equivalents at June 30, 2016 cahsfstiee following:

Bank Book
Balance Balance
Peoples Bank & Trust
General operations 6,165,543 4,527,443
A.B. Combs Elementary 32,871 32,871
Buckhorn School 40,474 39,191
Chavies Elementary 30,680 29,573
East Perry Elementary 91,075 90,326
Leatherwood Elementary 8,703 8,458
Perry County Central High School 99,676 94,422
Robinson Elementary 34,493 34,462
R.W. Combs Elementary 45,605 44,201
Viper Elementary 14,759 13,781
Willard Elementary 9,930 11,553
Bond and Interest Accounts 7,300 -
Total 6,581,109 4,926,281
US Bank
General operations 21,679,764 21,679,764
Traditional Bank
General operations 75 75




32.
PERRY COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE D — LEASE OBLIGATIONS AND BONDED DEBT

The original amount of each issue, the issue daldraerest rates are summarized as follows:

Issue Date Proceeds Rates

Revenue Bonds July 2006 3,015,000 3.70% - 4.375%

KISTA 2009 890,356 2.00% - 3.80%

Refunding February 2010 1,870,000 1.00% - 3.00%

Revenue January 2011 1,935,000 1.50% - 4.75%

Revenue 2nd Series December 2011 6,745,000 2.00% - 3.25%

QSCB Construction Bonds December 2011 13,300,000 5.00% - 5.00%

Refunding Revenue June 2012 3,360,000 1.10% - 2.25%

KISTA 2013 355,834 2.00% - 2.00%

Revenue Series September 2012 6,635,000 2.00% - 3.00%

Refunding Revenue July 2014 1,420,000 1.00% - 2.00%
Revenue Series February 2016 22,030,000 2.00% - 3.125%

Refunding Revenue Series May 2016 2,155,000 2.00% - 2.25%

The District, through the General Fund (includiridjty taxes and the Support Education Excellence
in Kentucky (SEEK) Capital Outlay Fund) is obligateo make payments in amounts sufficient to
satisfy debt service requirements on bonds issyethd Perry County Fiscal Court and the School
District Finance Corporation to construct schoailfées. The District has an option to purchase t
property under lease at any time by retiring thedsathen outstanding.

The proceeds from certain refunding issues have pkeed in escrow accounts to be used to service
the related debt and are considered defeased IBishéect.

The Perry County School District Finance Corporatigsued Series May 2016 Refunding Revenue
Bonds to retire July 2006 Revenue Bonds. The ts$ale was for $2,155,000. The total savings to the
District is expected to be $233,904 over a ten peaiod.

The Perry County School District Finance Corporatissued $22,030.000 in revenue bonds dated
Februrary 2016 to finance construction of a newneletary school. The Kenutcky School Facilities

Construciton Commission also participated in thearicing. Coupon rates range from 2.00% to
3.125% over a twenty year payment period.

Perry County School District Finance Corporatiosued Qualified School Construction Bonds,
taxable series dated December 1, 2011 having aapeunt of $13,300,000. Of this amount,
$13,137,337 of the proceeds were deposited diréstihe construction fund for assistance in new
building facilities for an elementary school. Tolbend issue costs were $54,660. The bond was
issued at a discount of $118,503.
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NOTE D — LEASE OBLIGATIONS AND BONDED DEBT (contirad)

QSCB Series 2011 Escrc Expectec
Fiscal Payment Escrow QSCB Series 2011 Inter
Year Enc Board KSFCC Earning Total Tax Credit
2013 378,800 174,406 6,987 665,000 (665,000)
2014 371,065 182,141 21,227 665,000 (665,000)
2015 367,943 185,263 35,829 665,000 (665,000)
2016 368,343 184,863 50,802 665,000 (665,000)
2017 369,020 184,186 66,155 665,000 (665,000)
2018 373,136 180,070 81,899 665,000 (665,000)
2019 370,799 182,407 98,043 665,000 (665,000)
2020 378,801 174,405 114,598 665,000 (665,000)
2021 378,800 174,406 131,573 665,000 (665,000)
2022 378,800 174,406 148,980 665,000 (665,000)
2023 378,800 174,406 166,829 665,000 (665,000)
2024 378,801 174,405 185,132 665,000 (665,000)
2025 378,800 174,406 203,900 665,000 (665,000)
2026 378,800 174,406 223,145 665,000 (665,000)
2027 378,800 174,406 242,880 665,000 (665,000)
2028 378,800 174,405 263,116 665,000 (665,000)
2029 378,801 174,405 283,866 665,000 (665,000)
2030 366,213 186,993 305,144 665,000 (665,000)
2031 378,800 174,406 158,982 332,500 (332,500)
subtotal 7,132,122 3,378,791 2,789,087 12,302,500 (12,302,500)
realized (1,486,151) (726,672) (114,845) (2,660,000) 2,660,000
future 5,645,971 2,652,119 2,674,242 9,642,500 (9,642,500)
Principal payment due 12/1/2030 13,300,000

$332,500 semi-annual interest payments are duey ekere and December through December 1,
2030. A federal tax credit for the same amountleen granted for each bondholder resulting in a
subsidy/federal on-behalf payment for the Schoditizit. The action is a result of creation of
qualified school construction bonds under the AoseriRecovery and Reinvestment Act. The Act
allows deferral of principal payments for up to yi§ars and the creation of an escrow account as
noted above. The bonds provide federal tax crdditdondholders in lieu of interest in order to
significantly reduce the issuer's cost of borrowingdhe Compliance Supplement acknowledges
Qualified School Construction Bonds passed throtlgh U.S. Department of Education are not
covered by the single audit requirement and areregtired to be included in the Schedule of
Expenditures of Federal Awards.
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NOTE D — LEASE OBLIGATIONS AND BONDED DEBT (contirad)

Debt issue costs are recognized as expenditures wharred in governmental funds, government-
wide and proprietary fund type financial statements

In 1988, the District entered into “participatiogreements” with the School Facility Construction
Commission. The Commission was created by the u¢emt General Assembly for the purpose of
assisting local school districts in meeting schamistruction needs. The following table below sets
forth the amount to be paid by the District and@wenmission for each year until maturity of all Hon
issues.

The bonds may be called prior to maturity and rgut@m premiums are specified in each issue.
Assuming no bonds are called prior to scheduleduritat the minimum obligations of the District,
including amounts to be paid by the Commissionjuste 30, 2016, for debt service (principal and
interest excluding the QSCB Escrow payments) afelkmsvs:

Principal Interest

Year Board KSFCC Board KSFCC Total
2016 - 17 1,041,070 1,188,428 578,857 464,266 3,272,621
2017 - 18 1,098,310 1,186,821 583,093 469,988 3,338,212
2018 - 19 1,117,181 1,156,335 559,667 444,882 3,278,065
2019 - 20 1,040,365 1,011,241 534,244 422,501 3,008,351
2020-21 1,095,944 1,031,545 510,754 402,196 3,040,439
2021 - 26 5,505,794 5,302,951 2,147,051 1,679,452 14,635,248
2026 - 31 5,884,894 4,995,106 1,398,208 1,041,009 13,319,217
2031 - 36 5,693,390 4,001,610 449,135 352,603 10,496,738

Totals 22,476,948 19,874,037 6,761,009 5,276,897 54,388,891

Following are changes in long-term debt including QSCB escrow payments:

Balance Balance Current
July 1, 2015 Additions Reductions June 30, 2016 Principal

Revenue July 2006 2,230,000 - (2,230,000) - -
KISTA Series 2009 390,156 - (92,537) 297,619 95,038
Refunding February 2010 785,000 - (200,000) 585,000 205,000
Revenue January 2011 1,755,000 - (80,000) 1,675,000 80,000
Rev.2nd Series December 2011 5,945,000 - (275,000) 5,670,000 280,000
QSCB Bonds December 2011 11,576,339 - (604,008) 10,972,331 619,361
Refunding Revenue June 2012 2,950,000 - (310,000) 2,640,000 310,000
KISTA Series 2013 277,193 - (33,827) 243,366 34,460
Revenue Series September 2012 6,290,000 - (175,000) 6,115,000 180,000
Revenue Series 2014 1,170,000 - (230,000) 940,000 230,000
Revenue Series February 2016 -22,030,000 - 22,030,000 635,000
Refunding Revenue May 2016 - 2,155,000 - 2,155,000 180,000

Total 33,368,688 24,185,000 (4,230,372) 53,323,316 2,848,859
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Capital asset activity for the fiscal year endede]80, 2016 was as follows:

Governmental Activities

35.

NON-DEPRECIABLE
Land
Construction in progress

DEPRECIABLE

Land improvements
Buildings and improvements
Technology equipment
Vehicles

General equipment

Totals at historical cost

Less: accumulated depreciation
Land and improvements
Buildings and improvements
Technology equipment
Vehicles
General equipment

Total accumulated depreciation

Governmental Activitie
Capital Assets - Net

Business-Type Activities

Building and improvements
Technology
Food service and equipment

Totals at historical cost

Less: accumulated depreciation
Building and improvements
Technology
Food service and equipment

Total accumulated depreciation

Business-Type Activities
Capital Assets - Net

Balance Balance
July 1, 2015  Additions Deductions  June 30, 2016
5,509,021 3,385,000 - 8,894,021
418,164 2,845,939 - 3,264,103
5,927,185 6,230,939 - 12,158,124
3,174,953 - - 3,174,953
65,421,175 - - 65,421,175
4,688,114 592,430 91,795 5,188,749
5,129,079 141,613 - 5,270,692
2,174,014 - 5,839 2,168,175
80,587,335 734,043 97,634 81,223,744
86,514,520 6,964,982 97,634 93,381,868
3,081,713 55,967 - 3,137,680
19,359,587 1,285,598 - 20,645,185
3,629,706 471,728 89,576 4,011,858
4,341,546 207,199 - 4,548,745
2,117,468 8,850 5,447 2,120,871
32,530,020 2,029,342 95,023 34,464,339
53,984,500 4,935,640 2,611 58,917,529
14,000 - - 14,000
29,782 - 250 29,532
950,395 49,500 - 999,895
994,177 49,500 250 1,043,427
4,200 440 - 4,640
22,239 1,483 250 23,472
827,129 27,822 - 854,951
853,568 29,745 250 883,063
140,609 19,755 - 160,364
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NOTE E — CAPITAL ASSETS (continued)

Depreciation expense was allocated to governmémtations as follows:

Instructior 1,746,76!
Plant operation and managen 75,37¢
Student transportatit 207,19¢

Total 2,029,34.

NOTE F — COMMITMENTS UNDER NONCAPITALIZED LEASES

Commitments under operating lease agreements fgdprgnt provide the minimum future rental
payments as of June 30, 2016, as follows:

Year ending June &

2017 465,763
201¢ 465,763
201¢ 239,996
202(C 239,996
2021 79,999
Total Minimum Rentals 1,491,517

NOTE G — RETIREMENT PLANS

Kentucky Teachers Retirement System:

Summary of Significant Accounting Policies

Pensions -For purposes of measuring the net pension liabitigferred outflows of resources and
deferred inflows of resources related to pensiarg] pension expense, information about the
fiduciary net position of the Teachers’ Retirem@&yistem of the State of Kentucky (KTRS) and
additions to/deductions from KTRS’s fiduciary netsfiion have been determined on the same basis
as they are reported by KTRS. For this purposesefiiepayments (including refunds of employee
contributions) are recognized when due and payatdecordance with the benefit terms. Investments
are reported at fair value.

General Information about the Pension Plan

Plan Description— Teaching-certified employees of the Perry Cousthool District are provided
pensions through the Teachers’ Retirement SystetheofState of Kentucky (KTRS)-a cost-sharing
multiple-employer defined benefit pension plan vatepecial funding situation established to provide
retirement annuity plan coverage for local schastridts and other public educational agenciesién t
state. KTRS was created by the 1938 General Asgeamiol is governed by Chapter 161 Section 220
through Chapterl61 Section 990 of the Kentucky &mViStatutes (KRS). KTRS is a blended
component unit of the Commonwealth of Kentucky Hretefore is included in the Commonwealth’s
financial statements. KTRS issues a publicly atédlafinancial report that can be obtained at
http://www.ktrs.ky.gov/05_publications/index.htm
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Benefits Provided— For members who have established an account metieement system
administered by the Commonwealth prior to JulydQ® members become vested when they
complete five (5) years of credited service. Tolifpdor monthly retirement benefits, payable for
life, members must either:

1.) Attain age fifty-five (55) and complete five (5)ams of Kentucky service, or

2.) Complete 27 years of Kentucky service.

Participants that retire before age 60 with lesstB7 years of service receive reduced retirement
benefits. Non-university members with an accoutaldished prior to July 1, 2002 receive monthly
payments equal to two (2) percent (service priafuly 1, 1983) and two and one-half (2.5) percent
(service after Julyl, 1983) of their final averaggaries for each year of credited service. New
members (including second retirement accounts) aitly 1, 2002 will receive monthly benefits equal
to 2% of their final average salary for each ydasasvice if, upon retirement, their total serviess
than ten years. In addition, members who retirg 1ul2004 and later with more than 30 years of
service will have their multiplier increased fol ytars over 30 from 2.5% to 3.0% to be used iir the
benefit calculation. Effective Julyl, 2008, the t8ys has been amended to change the benefit
structure for members hired on or after that date.

Final average salary is defined as the members(BY highest annual salaries for those with leaa t
27 years of service. Members at least age 55 witbranore years of service may use their three (3)
highest annual salaries to compute the final aeesadary. KTRS also provides disability benefits fo
vested members at the rate of sixty (60) percemh®ffinal average salary. A life insurance benefit
payable upon the death of a member, is $2,000ctdreacontributing members and $5,000 for retired
or disabled members.

Cost of living increases are one and one-half (esfent annually. Additional ad hoc increases and
any other benefit amendments must be authorizedebaeneral Assembly.

Contributions — Contribution rates are established by Kentuclgvised Statutes (KRS). Non-
university members are required to contribute 1224®f their salaries to the System. University
members are required to contribute 9.895% of thalaries. KRS 161.580 allows each university to
reduce the contribution of its members by 2.215%rdfore, university members contribute 7.68% of
their salary to KTRS.

The Commonwealth of Kentucky, as a non-employetridmrting entity, pays matching contributions
of the amount 13.105% of salaries for local schibsirict and regional cooperative employees hired
before July 1, 2008 and 14.105% for those hireeraftily 1, 2008. University employers contribute
15.36% of salaries for members. For local schosiridt and regional cooperative members whose
salaries are federally funded, the employer conteid 15.355% of salaries. If an employee leaves
covered employment before accumulating five (5)rye# credited service, accumulated employee
pension contributions plus interest are refundetié¢cemployee upon the member’s request.

Medical Insurance Plan

Plan Description— In addition to the pension benefits describedvab Kentucky Revised Statute
161.675 requires KTRS to provide post-employmerdltheare benefits to eligible members and
dependents. The KTRS Medical Insurance benefitdgs&sharing multiple employer defined benefit
plan. Changes made to the medical plan may be matliee KTRS Board of Trustees, the Kentucky
Department of Employee insurance and the Generss#rABly.
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To be eligible for medical benefits, the member nhave retired either for service or disability.€eTh
KTRS Medical Insurance Fund offers coverage to nemhbnder the age of 65 through the Kentucky
Employees Health Plan administered by the Kentugkpartment of Employee Insurance. Once
retired members and eligible spouses attain agan@bare Medicare eligible, coverage is obtained
through the KTRS Medicare Eligible Health Plan.

Funding policy- In order to fund the post-employment healthdameefit, six percent (6.00%) of the
gross annual payroll of members before July 1, 26@®ntributed. Three percent (3.00%) is paid by
member contributions and three quarters perceb®4)Afrom state appropriation and two and one
guarter percent (2.25%) from the employer. Alse, ghremiums collected from retirees as described in
the plan description and investment interest hadptrthe medical expenses of the plan.

Pension liabilities, pension expense, and deferraalitflows of resources and deferred inflows of
resources related to pensions:

At June 30, 2016, Perry County School District didt report a net pension liability for its
proportionate share of the net pension liabilitgdnese the State of Kentucky provides the pension
support directly to KTRS on behalf of the Distrithe amount recognized by the District as its KTRS
proportionate share of the net pension liabilihe telated State support, and the total portiothef
net pension liability that was associated withEigtrict were as follows:

State's proportionate share of the
net pension liability associated with the
District $ 123,987,658

The net pension liabilities were measured as o& Bf)) 2015, and the total pension liability used to
calculate the net pension liability was determigdan actuarial valuation as of that date. The
District’s proportion of the net pension liabilityas based on the actual liability of the employees
former employees relative to the total liabilitytbe System as determined by the actuary. At JOne 3
2015, the District’s proportion was .5328% for KTRS

For the year ended June 30, 2016, the Districtegunent-wide financial statements reported KTRS
pension expense of $7,039,422. The District reaaghno deferred outflows of resources, inflows of
resources or unfunded liability for KTRS purposes.

Actuarial assumptions Fhe total pension liability in the June 30, 201%uadal valuation was
determined using the following actuarial assummjoapplied to all periods included in the
measurement;



39.
PERRY COUNTY SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2016

NOTE G — RETIREMENT PLANS (continued)

Significant assumptions used in the KTRS valuatiene as follows:
- Investment rate of return — 7.5%, net of pensioanpihvestment expense, including
inflation.
- Projected salary increases — 4.00 — 8.20%, indiuihfiation
- Inflation rate — 3.5%
- Municipal bond Index Rate — 3.82%
- Single Equivalent Interest Rate — 4.88%

Mortality rates were based on the RP-2000 Combiviedtality Table for Males or Females, as
appropriate, with adjustments for mortality improments based on a projection of Scale AA to 2020
with a setback of 1 year for females. The last egepee study was performed in 2011 and the next
experience study is scheduled to be conductedif.20

The long term expected rate of return on pensian pivestments was determined using a log-normal
distribution analysis in which best-estimate rangeexpected future real rates of return (expected
returns, net of pension plan investment expenseimdtation) are developed for each major asset
class. These ranges are combined to produce tlyetéom expected rate of return by weighting the
expected future real rates of return by the taagset allocation percentage and by adding expected
inflation.

The target allocation and best estimates of aritlinneal rates of return for each major asset class
provided by KRTS' investment consultants is sumaetiin the following table:

Long-term
KTRS Expected
Target Real Rate

Asset Class Allocation  of Retun
U.S. Equity 45.0% 6.4%
Non U.S. Equity 17.0% 6.5%
Fixed Income 24.0% 1.6%
High Yield Bonds 4.0% 3.1%
Real Estate 4.0% 5.8%
Alternatives 4.0% 6.8%
Cash 2.0% 1.5%
100.0%

Discount rate —The discount rate used to measure the total petisioifity as of the measurement
date was 4.88%. The projection of cash flows usedetermine the discount rate was performed in
accordance with GASB 67 and assumed that plan neatbdributions will be made at the current
contribution rates and the Employer contributiorls me made at statutorily required rates. Based on
those assumptions, the pension plan’s fiduciarypostition was projected to be available to make all
projected future benefit payments of current plaanthers until the 2039 plan year and, as a result,
the Municipal Bond Index Rate was used in the dateation of the Single Equivalent Interest Rate
(SEIR). There was a change in the Municipal BordeinRate from the Prior Measurement Date to
the Measurement Date, so as required under GASEh6S&EIR at the Measurement Date of 4.88%
was calculated using the Municipal Bond Index Rageof the Measurement Date (3.82%). This
change in the discount rate is considered a changetuarial assumptions or other inputs under
GASB 68.
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The following table presents the net pension ligbitproportionate share, calculated using the
discount rate of 4.88%, as well as what the Comneattlr's net pension liability would be if it were
calculated using a discount rate that is 1 pergenpaint lower (3.88%) or 1 percentage point higher
(5.88%) than the current rate:

1% Current 1%
Decrease Discount Rate Increase
(3.88%) (4.88%) (5.88%)
Commonwealth's proportionate share of
District pension liability $ 158,285,620 $ 123,987,658 $ 56,758,950

Pension plan fiduciary net position Betailed information about the pension plan’s fidug net
position is available in the separately issued KTiR&ncial report.

County Employees Retirement System

Plan Description: Substantially all full-time classified employees tbe District participate in the
County Employees Retirement System (CERS). CER& dest-sharing, multiple-employer defined
benefit pension plan administered by the Kentuckynéal Assembly. The plan covers substantially
all regular full-time members employed in non-hdpars duty positions of each county and school
board, and any additional eligible local agenciesting to participate in the plan. The plan predd
for retirement, disability and death benefits tarpmembers.

CERS issues a publicly available financial reportlided in the Kentucky Retirement Systems
Annual Report that includes financial statementd tre required supplementary information for
CERS. That report may be obtained by writing to tkieky Retirement Systems, Perimeter Park
West, 1260 Louisville Road, Frankfort, Kentucky 8@6r by calling (505) 564-4646 or at

https://kyret.ky.gov

Benefits Provided - Benefits under the plan will vary based on finainpensation, years of service
and other factors as fully described in the placudaents.

Contributions - Funding for the plan is provided through payrolthkioldings of 5.00% except for
new hires on or after September 1, 2008 with payrithholding of 6.00% and a district contribution
of 17.06% of the employee’s total compensationextthip contributions.

At June 30, 2016, the District reported the follogyfor its proportionate share of net pension lighi

District's proportionate share of the net
CERS pension liability $ 10,881,349
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The net pension liability was measured as of Jn&@315. The total pension liability used was based
on an actuarial valuation as of June 30, 2016.Jukie 30, 2016 the District's proportion of the net
pension liability based on contributions to CER&mmfiscal year ended June 30, 2015 was .2531%.

For the year ended June 30, 2016, the Districtgrized pension expense of $752,858. The District
reported deferred outflows of resources at June 2806 in the amount of $1,388,300. These
contributions will be recognized as a reductiorihaf net pension liability in the year ended Jung 30
2017.

The District reported deferred inflows of resourtedated to pensions from the net difference betwee
projected and actual earnings on pension plan imags in the amount of $902,000. This will be
recognized as pension expense as follows:

Year Total
2016 180,400
2017 180,400
2018 180,400
2019 180,400

2020 180,400

902,000
Deferred Outflows of Deferred Inflows of
Resources Resources

Differences between expected and actual

experience 90,428
Changes of assumptions 1,097,265 -
Net difference between projected and actual

earnings on pension plan investments 97,543
Changes in proportion and differences

between District contributions and

proportionate share of contributions 103,064

District contributions subsequent to the
measurement date -
Total 1,388,300 -
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June 30, 2016

NOTE G — RETIREMENT PLANS (continued)

Actuarial Methods and AssumptionsThe total pension liability for CERS was determiniey
applying procedures to the actuarial valuation fa3une 30, 2015. The financial reporting actuarial
valuation as of June 30, 2015, used the followicmiarial methods and assumptions, applied to all
prior periods included in the measurement:

- Valuation date, June 30, 2015

- Experience study — July 1, 2008 — June 30, 2013

- Actuarial Cost method — Entry Age Normal

- Amortization Method — Level percentage of payrdibsed
- Remaining Amortization Period — 28 years

- Asset Valuation method — 5-year smoothed market

- Inflation — 3.25%

- Salary increases, 4.00% including .75% wage iftati

- Investment rate of return — 7.50%

The rates of mortality for the period after serviedrement are according to the RP-2000 Combined
Mortality Table with Scale BB to 2013.

The target asset allocation and best estimatesitbireetic real rate of return for each major asset
class, as provided by CERS's investment consultaatsummarized as follows:

Long-term
CERS Expected
Target Nominal
Asset Class Allocation Return

Combined Equity 44.0% 5.40%
Combined Fixed Income 19.0% 1.50%
Real Return (Diversified Inflation Strategies) 10.0%  3.50%
Real Estate 5.0% 4.50%
Absloute Return (Diversified Hedge Funds) 10.0% 4.25%
Private Equity 10.0% 8.50%
Cash Equivalent 2.0% -0.25%

100.0%

Discount Rate -the discount rate used to measure the total perl@biity was 7.75%. The
projection of cash flows used to determine the dalist rate assumed contributions from plan
members and employers will be made at statutorytribotion rates. Projected inflows from
investment earnings were calculated using the temg- assumed investment return of 7.75%. The
long-term assumed investment rate of return wasieapto all periods of projected benefit payments
to determine the total pension liability.

Deferred inflows and outflows and pension expems#ude only certain categories of deferred
outflows of resources and deferred inflows of reses. These include differences between expected
and actual experience, changes of assumptionsiiatedces between projected and actual earnings
on plan investments. The schedule does not inchieferred outflows/inflows of resources for
changes in the employer’'s proportionate share oftritutions or employer contributions made
subsequent to the measurement date. The net pdiadidity is based on the June 30, 2015 actuarial
valuations. Deferred outflows and inflows relatedlifferences between projected and actual earnings
on plan investments are netted and amortized ofiee gear period.
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June 30, 2016

NOTE G — RETIREMENT PLANS (continued)

The following presents the District’s proportionateare of net pension liability calculated using th
discount rate of 7.75% as well as the District'arshif calculated using a rate 1% higher and 1%
lower:

1% Current 1%
Decrease Discount Rate Increase
(6.50%) (7.50%) (8.50%)

District's proportionate share of
net pension liability $ 13,668,422 $ 10,881,349 $ 8,581,249
Pension plan fiduciary net position Betailed information about the pension plan’s fidog net
position is available in the separately issued CHR&ncial report which is publically available at
https://kyret.ky.gov

There were no payables to the pension plan at3un2016.

NOTE H — CONTINGENCIES

The District receives funding from federal, statmd local government agencies and private
contributions. These funds are to be used forgdestd purposes only. For government agency
grants, if the grantor’s review indicates that filmeds have not been used for the intended purplose,
grantors may request a refund of monies advancedefoise to reimburse the District for its
disbursements. The amount of such future refumdisuereimbursed disbursements, if any, is not
expected to be significant. Continuation of thestBét's grant programs is predicated upon the
grantors’ satisfaction that the funds provided lageng spent as intended and the grantors’ intent to
continue their programs.

The District was notified Kentucky School Board urence Trust dissolved fiscal year 2013. As a
result, penalty payments to local participatingtidiss based on past premiums or past claims were
required. The District's liability to the KSBIT Wkers’ Compensation Fund was $224,293. The
District paid $56,073 of this balance in August 20dnd chose to pay the remaining balance of
$168,220 in six installments equal to 12.5% ofdhsessment, the first additional installment paymen
due on August 15, 2015, and the remaining instaltme&ue on each August 15 thereafter. The
amount of the liability is recorded in the govermin&ide financial statements. A liability is not
reflected in the fund financial statements in adeace with GASB Interpretation No. 6, as
governmental funds follow the current financialaexes measurement focus (modified accrual basis
of accounting).

The District received a letter from Internal RevenBervice in early 2014 indicating a penalty
assessment for failure to electronically transmgtiemployer W-2 information in a timely manner for
2012. The total amount of the assessment is $58MaBagement has responded twice requesting
abatement of the entire amount. At report dateistheée has not been resolved. However, management
believes the amount can be abated and a liabidityrfot been posted to the financial statements or
funds specifically set aside.
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NOTE | —INSURANCE AND RELATED ACTIVITIES

The District is exposed to various forms of lossaefets associated with the risks of fire, personal
liability, theft, vehicular accidents, errors anuhissions, fiduciary responsibility, etc. Each bégse
risk areas are covered through the purchase of esoih insurance. The District has purchased
certain policies which are retrospectively ratedowhncludes worker's compensation insurance.

NOTE J — LITIGATION

The District is subject to legal actions in variatages of litigation, the outcome of which is not
determinable at this time. Management of the Ristand its legal counsel do not anticipate a
material effect on the combined financial statemers a result of threatened, pending or ongoing
litigation.

NOTE K —RISK MANAGEMENT

The District continues to carry commercial insuerior all other risks of loss. Settled claims
resulting from these risks have not exceeded cowiaiénsurance coverage in any of the past three
fiscal years.

NOTE L — DEFICIT OPERATING/FUND BALANCES

The following fund had a deficit balances at JuBg216:

Food Service Fund 47,572

The following funds had operating expendituresxoess of revenues at June 30, 2016:

AB Combs Elementary Activity Fund 6,694
Leatherwood Elementary Activity Fund 4,746
RW Combs Elementary Activity Fund 6,035
Viper Elementary Activity Fund 14,564
Food Service Fund 616,004

NOTE M — COBRA

Under COBRA, employers are mandated to notify teat@d employees of available continuing
insurance coverage. Failure to comply with thureement may put the school District at risk for a
substantial loss (contingency).
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NOTE N —TRANSFER OF FUNDS

The following transfers were made during the year:

From Fund To Fund Purpose Amount
General Fund Special Revenue KETS 86,078
Food Service General Fund Indirect Cost 29,434
Capital Outlay Fund General Fuind Maintenance Costs 8,853
General Fund Special Revenue Community Education 5,000
FSPK Fund Debt Service Debt retirement 1,558,026

Total 2,037,196

NOTE O —INTERFUND RECEIVABLES AND PAYABLES

Interfund balances at June 30, 2016 were $-0-.

NOTE P — ON-BEHALF PAYMENTS

The following payments made by the state on bejfaimployees of the District and for the benefit of
the District are recognized in the government-wiidancial statements as additional revenue and
expenditures for the year ended June 30, 2016:

Kentucky Teacher's Retirement System 2,564,235
Health Insurance 4,118,323
Life Insurance 7,675
Administrative Fees 56,213
Health Reimbursement Account 316,529
Technology 81,789
Debt Service 1,029,621
Less: Federal Reimbursement (456,994)
Total 7,717,391

Payments are allocated among the following funds:

General Fund 6,440,458
Debt Service 1,029,621
Food Service Fund 247,312

Total 7,717,391
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NOTE Q — FUND BALANCE CLASSIFICATIONS

The District implemented Governmental Accountingartsfards Board No. 54, Fund Balance
Reporting and Governmental Fund Type Definitiorfeaive for the fiscal year ended June 30, 2011.
This standard clarifies existing governmental fugge definitions and establishes fund balance
classifications based primarily on the extent taclhha government is bound to observe constraints
imposed upon the use of the resources reportedouwergmental funds. Classifications include
nonspendablegexamples being prepaid items and inventory, and fttlewing spendable fund
balances -restricted- fund balances that are constrained by extermtiepaconstitutional provisions
or enabling legislationcommitted— fund balances that contain self-imposed comgtraof the
government from its highest level of decision mgkiwthority, assigned- fund balances that contain
self-imposed constraints of the government to el der a particular purpose andassigned- fund
balance of the general fund that is not constraioedhny particular purpose. The standard affects
fund balance reporting only and do not affect gowent-wide or proprietary fund financial
statements.

The following schedule reflects governmental fuathhces at June 30, 2016:

General Construction FSPK
Fund Fund Fund Total
Fund balances
Restricted for debt service - - 555,702 555,702
Restricted for future construction - 15,652,318 5,353,734 21,006,052
Restricted for sick leave 162,617 - - 162,617
Assigned purchase obligations 37,799 - - 37,799
Unassigned fund balance 3,842,856 - - 3,842,856
Total 4,043,272 15,652,318 5,909,436 25,605,026

The District's budget by State law must have a minh 2% contingency. However, a separate
contingency reserve fund has not been establisiibd. District’s Statement of Net Position refleats
reserve for fixed assets and school food serviveniory.

NOTE R —BEGINNING NET POSITION RESTATED

The District reclassified beginning position in @gevernment wide financial statements allocating
$1,220,307 from its government wide balance toriess type balance relative to GASB 68 liabilities
and deferrals.



PERRY COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE — BUDGET AND ACTUAL — GENERAL FUND

For the Year Ended June 30, 2016

Revenues:
From local sources:

Taxes

Earnings on investments

Other local revenue
Intergovernmental - state
Intergovernmental - indirect federal

Total revenues

Expenditures:

Instructional

Student support services

Staff support services

District administration

School administration

Business support

Plant operations and management
Student transportation

Food service operations
Community service activities
Debt service and miscellaneous
Contingencies

Total expenditures

Excess (deficit) of revenues over expenditures

Other financing sources (uses):
Operating transfers in
Operating transfers out
Gains/losses on assets

Total other financing sources (uses)

Excess (deficit) of revenue and other financing

sources over expenditures/other financing uses

Fund balance - July 1, 2015
Fund balance - June 30, 2016

47.

Variance

Budgeted Amoun Favorable
Original Final Actual (Unfavorable
8,103,000 8,103,000 7,863,654 (239,346)
35,000 35,000 69,309 34,309
20,000 20,000 41,942 21,942
23,729,42123,827,150 24,024,029 196,879
100,000 100,000 87,746 (12,254)
31,987,421 32,085,150 32,086,680 1,530
19,752,138 19,974,948 18,751,901 1,223,047
1,624,897 1,624,897 1,433,163 191,734
644,620 646,211 606,157 40,054
926,160 926,160 822,241 103,919
2,205,221 2,175,787 2,193,966 (18,179)
967,876 967,876 1,031,285 (63,409)
3,812,558,861,914 4,251,537 (389,623)
2,421,420 2,421,420 2,392,603 28,817
600 600 - 600
3,745 5,879 9,521 (3,642)
- - 146,168 (146,168)

2,184,186 2,484,813 - 2,484,813
34,543,421 35,090,505 31,638,542 3,451,963
@O®) (3,005,355) 448,138 3,453,493
16,000 16,000 388,092 372,092
(60,000) (60,000) (91,078) (31,078)

- - 6,979 6,979
(44,000) (44,000) 303,993 347,993
02000) (3,049,355) 752,131 3,801,486
2,600,000 3,049,355 3,128,524 79,169
- - 3,880,655 3,880,655

Ending fund balance represents unassigned funddmkt June 30, 2016 without regard to the
District’s restriction for sick leave in the amowit$162,617.

See notes to financial statements and independéitbes report.



PERRY COUNTY SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE — BUDGET AND ACTUAL — SPECIAL REVENUEUNDS

For the Year Ended June 30, 2016

Revenues:

From local sources
Intergovernmental - state
Intergovernmental - direct federal
Intergovernmental - indirect federal

Total revenues

Expenditures:

Instructional

Student support services

Staff support services

District administration support services
Business support services

Plant operations and maintenance
Student transportation

Food service operation

Community service activities

Total expenditures

Excess (deficit) of revenues over expenditures

Other financing sources (uses):
Operating transfers in
Gains/losses on assets

48.

Total other financing sources (uses)

Excess (deficit) of revenue and

sources over expenditures/other financing uses

Fund balance - July 1, 2015

Fund balance - June 30, 2016

Variance
Budgeted Amoun Favorable

Original Final Actual (Unfavorable
72,097 98,753 314,869 216,116
2,317,330 2,836,225 2,907,285 71,060

244,335 59,444 59,444 -
4,413,9443,061,703 4,105,182 1,043,479
7,047,706 6,056,125 7,386,780 1,330,655
4,936,308 4,235,965 5,352,866 (1,116,901)
27,171 4,169 19,820 (15,651)
1,410,916 998,780 1,312,629 (313,849)
- 549 2,361 (1,812)

13,942 48 48 -
84,395 44,935 64,693 (19,758)
146,333 130,777 143,006 (12,229)
- 50,557 53,020 (2,463)
493,641 483,291 534,365 (51,074)
7,112,706 5,949,071 7,482,808 (1,533,737)
@H,0 107,054 (96,028) (9,630)
65,000 - 91,078 (91,078)

- - 4,950 (4,950)
65,000 - 96,028 (96,028)

other financing

- 107,054 - -

- 107,054 - -

See notes to financial statements and independelitbes report.



49.
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SCHEDULES OF EMPLOYER'’S SHARE OF NET PENSION LIABTLY
AND SCHEDULES OF EMPLOYER CONTRIBUTIONS

For the Year Ended June 30, 2016

Employer's Proportionate Share of Net Pension Liallity

Employer's proportion of the net
pension liability

Employer's proportionate share of
the net pension liability

State's proportionate shate of
the net pension liability

Employer's covered employee payroll

Employer's proportionate share of
the net pension liability as a
percentage of its covered employee

payroll

Plan fiduciary net position as a
percentage of the total pension
liability

2016
KTRS CERS

2015
KTRS CERS

0.5328% 0.2531% 0.5661% 0.2491%

- 10,881,349 - 8,081,000

123,987,658 - 116,329,487 -

17,579,8356,213,345 17,381,809 6,254,810

Employer's Contributions

Contractually required contribution

Contributions in relation to the contractually riegg
contribution

Contribution deficiency (excess)

District's covered employee payroll

Contributions as a percentage of covered employee
payroll

Change of benefit terms - None.

Change of assumptions - $1,097,625 for CERS.

705% 175% 669% 129%
42.5% 60.0% 45.6% 66.8%
2016 2015
KTRS CERS KTRS CERS

2,564,2351,265,300 3,419,858 1,079,458

2,564,235 1,224,238 3,419,858 1,079,458

- 41,062 - -

17,579,8316,213,345 17,381,809 6,254,810

14.59% 19.70% 19.67% 17.26%

See notes to financial statements and independelitbes report.



PERRY COUNTY SCHOOL DISTRICT

COMBINING BALANCE SHEET — NONMAJOR GOVERNMENTAL FUNS

For the Year Ended June 30, 2016

Assets

Cash and cash equivale
Accounts receivab

Total assets
Liabilities and fund balances

Liabilities:
Accounts payab

Fund balances:
Restricted for future construti
Unassigned fund balar

Total fund balances

Total liabilities and fund balances

See independent auditor’s report.

SEEK Capite
Outlay Funt

Debt
Service Func

Total

50.
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PERRY COUNTY SCHOOL DISTRICT

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES — NONMAJOR GOVERNMENTAL FNDS

For the Year Ended June 30, 2016

SEEK
Capital Outlay Debt Service
Revenues: Fund Funds Total
Intergovernmental - State 358,658 1,029,621 1,388,279
Total revenues 358,658 1,029,621 1,388,279
Expenditures:
Plant Operation and Maintenance - - -
Facilities Acquisition and Construction - - -
Debt service:
Principal - 2,004,035 2,004,035
Interest - 583,612 583,612
Total expenditures - 2,587,647 2,587,647
Excess (deficit) of revenues
over expenditures 358,658  (1,558,026) (1,199,368)
Other financing sources (uses):
Bond proceeds - 2,099,971 2,099,971
Bond issue retirement - (2,099,971) (2,099,971)
Operating transfers in - 1,558,026 1,558,026
Operating transfers out (358,658) - (358,658)
Total other financing sources (uses) (358,658) _ 1,558,026 _ 1,199,368

Excess (deficit) of revenues and other
financing sources over expenditure
and other financing use

Fund balance, July 1, 2015

Fund balance, June 30, 2016

See independent auditor’s report.




52.
PERRY COUNTY SCHOOL DISTRICT
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PERRY COUNTY HIGH SCHOOL ACTIVITY FUND

For the Year Ended June 30, 2016

Excess (Deficit) of Fund Balance Fund Balance

Fund Accounts Revenues BExpenditures Revenues over ExpendituresJuly 1, 2015 June 30, 2016
General 17,027 17,718 (691) 2,541 1,850
Locker 2,295 3,427 (1,132 1,375 243
Lost textbooks 413 - 413 1,403 1,816
Parking tags 125 330 (205) 476 271
Coke lounge 5,396 4,770 626 1,181 1,807
Coke lobby 9,274 7,803 1,471 2,203 3,674
Breaktime vending 266 202 64 939 1,003
Donated - - - 333 333
Breaktime vend lounge 270 720 (450) 533 83
Regional baseball 7,630 3,545 4,085 - 4,085
Senior college day 605 605 - - -
Janitorial 1,309 1,309 - - -
Board travel 20,000 19,400 600 2,030 2,630
Regional soccer 5,190 5,190 - - -
Soccer state 3,110 3,110 - - -
WYMT hospitality - 1,298 (1,298) 1,298 -
All A Classic Tourney 10,831 10,831 - - -
Gate receipts 37,358 36,000 1,358 920 2,278
Football 43,905 33,439 10,466 8,312 18,778
Track 10,668 9,548 1,120 4,112 5,232
Boys basketball 38,482 35,794 2,688 3,464 6,152
Girls basketball 39,495 43,670 (4,175) 7,758 3,583
Wrestling 13,192 12,322 870 8,255 9,125
\Volleyball 8,763 9,252 (489) 4,093 3,604
Middle school volleyball 4,577 2,453 2,124 - 2,124
Golf 200 113 87 126 213
Cross country 1,577 1,590 (13) 46 33
Baseball 19,690 19,690 - - -
Softball 24,586 27,470 (2,884) 8,000 5,116

Boys varsity cheerleaders 36,898 36,898 - - -

See independent auditor’s report.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IRUND BALANCE

PERRY COUNTY HIGH SCHOOL ACTIVITY FUND (CONTINUED)

For the Year Ended June 30, 2016

Excess (Deficit) of Fund Balance Fund Balance
Fund Accounts Revenues BExpenditures Revenues over ExpendituresJuly 1, 2015 June 30, 2016
Tennis 1,750 1,745 5 4 9
Archery team 5,784 5,604 180 - 180
Fishing team 2,225 1,681 544 1 545
Soccer 33,779 36,245 (2,466) 2,504 38
District tourney soccer 5,191 5,191 - - -
AP (Pre) English 2,659 2,768 (109) 109 -
Academics 1,795 2,702 (907) 975 68
Band 13,148 14,940 (1,792) 3,055 1,263
BETA 443 165 278 1 279
Business/FBLA 430 166 264 - 264
Chorus 2,441 2,438 3 - 3
Commodore Vault 300 300 - 537 537
Drama 8,424 9,036 (612) 652 40
FCCLA 842 98 744 516 1,260
FFA 2,585 2,219 366 - 366
Prayer Club 257 281 (24) 24 -
Guidance 515 250 265 728 993
JROTC 6,328 6,658 (330) 3,613 3,283
Juniors 12,740 13,557 (817) 3,194 2,377
Behavioral Health Scree 600 - 600 - 600
Library 44 - 44 1,385 1,429
National art 2,328 1,178 1,150 64 1,214
Yearbook 3,432 9,744 (6,312) 7,194 882
Seniors 84,685 87,023 (2,338) 3,503 1,165
Overview tech - - - 27 27
YSC 2,878 3,255 (377) 703 326
Tablets o 13,180 15,180 (2,000) 5,158 3,158
State tournament - 494 (494) 494 -
Sub-totals 571,915 571,415 500 93,922 94,422
Less: Interfund transfers 63,899 63,899 - - -
Totals 508,016 507,516 500 93,922 94,422

See independent auditor’s report.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IRUND BALANCE

BUCKHORN SCHOOL ACTIVITY FUND

For the Year Ended June 30, 2016

Excess (Deficit) ¢ Fund Balance Fund Balance

Fund Accounts Revenues Expenditures Revenues over Expenditures July 1, 2015 June 30, 2016

General fund 18,767 19,071 (304) 1,251 947
Vending machines 3,641 5,000 (1,359) 4,015 2,656
Employee workroom 3,994 2,868 1,126 1,029 2,155
Textbook - - - 78 78
High school academics 1,780 1,780 - - -
FFA 2,791 2,186 605 - 605
FBLA club 2,559 2,559 - - -
Paw Prints 2,597 1,978 619 - 619
STLP 3,992 3,802 190 - 190
Baseball 12,220 11,281 939 (939) -
Cross country/track 300 396 (96) 171 75
Elem 3th & 4th basketball - 125 (125) 636 511
Elem boys basketball 3,274 4,000 (726) 1,659 933
Elem boys cheerleader 1,408 1,397 11 438 449
Elem girls basketball 2,322 3,698 (1,376) 2,264 888
H.S. boys basketball 78,963 72,009 6,954 (239) 6,715
H.S. cross couunty 810 810 - - -
H.S. girls basketball 10,719 10,918 (199) 2,888 2,689
H.S. cheerleaders 4,871 4,871 - - -
Volleyball 11,440 11,440 - - -
Soccer 2,648 2,648 - - -
Softball 10,076 9,483 593 (593) -
JROTC - 3,584 (3,584) 3,584 -
Library 2,125 3,091 (966) 976 10
Reimbursement 1,773 2,812 (1,039) 1,039 -
Family resource center 1,484 5,638 (4,154) 4,555 401
FRYSC Children Inc. 2,392 925 1,467 826 2,293
8th Grade cap and gown 560 - 560 - 560
8th Grade trip 12,681 10,962 1,719 210 1,929
11th Grade - Prom 1,505 2,585 (1,080) 1,080 -
Senior trip 2015-16 24,266 23,847 419 (230) 189
Guidance - Ky AHED 1,711 1,711 - - -
Guidance - records 135 - 135 158 293
Donations 1,000 - 1,000 - 1,000
Tablet fund 4,080 114 3,966 7,129 11,095
Staff incentives 1,210 1,473 (263) 474 211
Scholarships 1,200 500 700 1,000 1,700
Sub-totals 235,294 229,562 5,732 33,459 39,191
Less: Interfund transfers 16,139 16,139 - - -
Totals 219,15! 213,42 5,73: 33,45¢ 39,19!

See independent auditor’s report.
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EXPENDITURES AND CHANGES IN FUND BALANCE

OTHER SCHOOL ACTIVITY FUNDS

For the Year Ended June 30, 2016

East
A.B. Combs Chavies Perry Leatherwoo
Elementary Elementary Elementary Elementary
REVENUES:
Activity funds 80,289 78,350 172,542 81,772
EXPENDITURES:
Activity funds 86,983 75,425 159,149 86,518

Excess or (deficiency)
of revenues over

expenditures (6,694) 2,925 13,393 (4,746)
Fund Balance, July 1, 2015 39,565 26,648 76,933 13,204
Fund Balance, June 30, 2016 32,871 29,573 90,326 8,458

See independent auditor’s report.
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EXPENDITURES AND CHANGES IN FUND BALANCE

OTHER SCHOOL ACTIVITY FUNDS (CONTINUED)

For the Year Ended June 30, 2016

Total
Robinson R.W. Comb Viper Willard (Memorandum
Elementary Elementary Elementary Elementary Only)
REVENUES:
Activity funds 87,179 102,161 106,411 65,883 774,587
EXPENDITURES:
Activity funds 78,980 108,196 120,975 62,411 778,637
Excess or (deficiency)
of revenues over
expenditures 8,199 (6,035) (14,564) 3,472 (4,050)
Fund Balance, July 1, 2015 26,263 50,236 28,345 8,081 269,275
Fund Balance, June 30, 2016 34,462 44,201 13,781 11,553 265,225

See independent auditor’s report.



PERRY COUNTY SCHOOL DISTRICT

57.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended June 30, 2016

Federal Pass-Through
CFDA Grantors  Subrecipient Program
Federal Grantor/Pass-Through Grantor/Program Ntenber Number Amount Expenditures
U. S. Department of Agriculture
Passed through State Department of Education:
- Child Nutrition Cluster -
School Breakfast Program 10.553 7760005 N/A 655,643
School Lunch Program 10.555 7750002 N/A 1,735,400
Summer Food Service Program for Children 10.559 78300 N/A 233,870
10.559 7690024 N/A 24,311
258,181
Passed through State Department of Agriculture:
National School Lunch Program 10.555  097-0100 N/A 416,
Total Child Nutrition Cluster 2,794,640
Passed through State Department of Education:
Fruit and Vegetable Program 10.582 7720012 N/A 80,047
Child and Adult Care Food Program (CACFP) 10.558 0290 N/A 478,603
10.558 7800016 N/A 36,984
515,587
State Administrative Expenses for Child Nutrition .360 7700001 N/A 5,909
Chid Nutrition Discretionary Grants Limited Availiity 10.579 7840027 N/A 25,000
Farm to School Grant Program 10.575 233B N/A 32,335
233BI N/A 18,222
50,557
Passed through Perry County Fiscal Court
Schools and Roads Grant to States 10.665 505X N/A 716
Total U.S. Department of Agriculture 3,472,456

See independent auditor’s report.
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PERRY COUNTY SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINED)

For the Year Ended June 30, 2016

Federal Pass-Through

CFDA Grantors Subrecipient Program
Federal Grantor/Pass-Through Grantor/Program Title Number Number Amount Expenditures
U. S. Department of Education
Passed through State Department of Education:
Title | 84.010 310A N/A 259,706
84.010 310B N/A 1,844,428
Title | School Improvement 84.010 320A N/A 282,287
Total Title | 2,386,421
- Special Education Cluster -
IDEA - B Basic 84.027 337B N/A 445,569
84.027 337A N/A 480,590
IDEA -B Preschool 84.173 343A N/A 74,775
84.173 343A N/A 20,050
1,020,984
Vocational Education - Basic 84.048 348A N/A 5,798
84.048 348B N/A 41,019
84.048 348AA N/A 1,358
48,175
Rural and Low Income School Program 84.358 350A N/A 027,
84.358 3504 N/A 16,878
84.358 350B N/A 4,995
98,900
Teacher Quality Grant 84.367 401A N/A 34,266
84.367 401B N/A 265,595
299,861
Passed through Berea College:
GEAR-UP 84.334A 379AG N/A 94,189
84.334A 379BG N/A 208,650
84.334A 379AA N/A 23,396
84.334A 379BA N/A 239,326
84.334A 379AC N/A 15,213
84.334A 379BC N/A 76,810
84.334A 379BP N/A 7,377
664,961
Total Department of Education 4,519,302

See independent auditor’s report.
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PERRY COUNTY SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINED)

For the Year Ended June 30, 2016

Federal Pass-Through
CFDA Grantors Subrecipient Program
Federal Grantor/Pass-Through Grantor/Program Title Number Number Amount Expenditures
Appalachian Regional Commission
Passed through Morehead State University
Appalachian Higher Education network (KY AHED) 12000 504B N/A 3,802
US Department of Defense
Direct
JROTC 12.000 504B N/A 59,444
Total Federal Awards Expended 8,055,004

Note 1—Basis of Presentation

The accompanying schedule of expenditures of féd@rards includes the federal award activity
of Perry County School District, under programsthe federal government for the year ended
June 30, 2016 in accordance with the requirementstie 2 U.S. code of Federal Regulations
Part 200, Uniform Administrative Requirements, CBsinciples, and Audit Requirements for
Federal Awards (Uniform Guidance). Because thedudleepresents only a selected portion of the
operations of the Perry County School Districtisitnot intended to and does not present the
financial position, changes in net assets, or @agls of Perry County School District.

Note 2—Summary of Significant Accounting Policies

Expenditures reported on the schedule are repamethe accrual basis of accounting. Such
expenditures are recognized following the costgipies contained in the Uniform Guidance®,
wherein certain types of expenditures are not atbwr are limited as to reimbursement. Perry
County School District has not elected to use thepércent de minimus indirect cost rate as
allowed under Uniform Guidance.

*Such expenditures are recognized following, asliegiple, either the cost principles in OMB
Circular A-87 Cost Principles for State, Local almlian Tribal Governments, or the cost
principles contained in Title 2 U.S. Code of FetleRegulations Part 200, Uniform
Administrative Requirements, Cost Principles anddiflRequirements for Federal Awards,
wherein certain types of expenditures are not abbar are limited as to reimbursement.

Note 3 — Non-Monetary Assistance
Non-monetary assistance CFDA #10.555, $145,41@pisrted in the schedule at the fair value of the
food donations disbursed.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL (BR
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITHGOVERNMENT AUDITING STANDARDS

State Committee for School District Audits
Members of Perry County Board of Education

We have audited, in accordance with the auditingddrds generally accepted in the United States of
America, the standards applicable to financial @udontained inGovernment Auditing Standards
issued by the Comptroller General of the UnitedeStaand the audit requirements prescribed by the
State Committee for School District Audits in therfucky Public School Districts Audit Contract
Requirements, the financial statements of the gowental activities, the business-type activities,
each major fund, and the aggregate remaining fufmimation of Perry County School District, as of
and for the year ended June 30, 2016, and theedelabtes to the financial statements, which
collectively comprise Perry County School Distgcbasic financial statements, and have issued our
report thereon dated November 9, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the final@tatements, we considered Perry County School
District’s internal control over financial reporjr(internal control) to determine the audit proaegu
that are appropriate in the circumstances for timpgse of expressing our opinions on the financial
statements, but not for the purpose of expressingmnion on the effectiveness of Perry County
School District’s internal control. Accordingly, wib not express an opinion on the effectiveness of
Perry County School District’s internal control.

A deficiency in internal controkxists when the design or operation of a contassdnot allow
management or employees, in the normal courserfidrpgng their assigned functions, to prevent, or
detect and correct, misstatements on a timely b#simaterial weaknesss a deficiency, or a
combination of deficiencies, in internal controlich that there is a reasonable possibility that a
material misstatement of the entity’s financialtetaents will not be prevented, or detected and
corrected on a timely basis. dignificant deficiencys a deficiency, or a combination of deficiencies,
in internal control that is less severe than a rmateeakness, yet important enough to merit aitvent
by those charged with governance.

Our consideration of internal control was for thmiled purpose described in the first paragraph of
this section and was not designed to identify aeflaiencies in internal control that might be meter
weaknesses or, significant deficiencies. GivendHmsitations, during our audit we did not identify
any deficiencies in internal control that we coesitb be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance abouth@héerry County School District’s financial
statements are free from material misstatementpevéormed tests of its compliance with certain
provisions of laws, regulations, contracts, andhg@greements, noncompliance with which could
have a direct and material effect on the deternuinadf financial statement amounts. However,
providing an opinion on compliance with those pstis was not an objective of our audit, and
accordingly, we do not express such an opinion. fHselts of our tests disclosed no instances of
noncompliance or other matters that are requiredbgoreported undeGovernment Auditing
Standards

We noted certain matters that we reported to manage of Perry County School District, in a
separate letter dated November 9, 2016. In additf@results of our tests disclosed no instan€es o
material noncompliance of specific state statutesegulations identified in Kentucky Public School
District’'s Audit Contract and Requirements — Satempliance Requirements.

Purpose of this Report

The purpose of this report is solely to describe $scope of our testing of internal control and
compliance and the results of that testing, andtmgtrovide an opinion on the effectiveness of the
entity’s internal control or on compliance. Thigoe is an integral part of an audit performed in
accordance withGovernment Auditing Standards considering the entity’s internal control and
compliance. Accordingly, this communication is saitable for any other purpose.
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Chris Gooch

Certified Public Accountant

Hazard, Kentucky

November 9, 2016
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INDEPENDENT AUDITOR’'S REPORT ON COMPLIANCE FOR EACMAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

To Board Members
Perry County School District

Report on Compliance for Each Major Federal Program

We have audited Perry County School District's cbamge with the types of compliance
requirements described in ti@VB Compliance Supplemetitat could have a direct and material
effect on each of Perry County School District'sjondederal programs for the year ended June 30,
2016. Perry County School District's major fedepgbgrams are identified in the summary of
auditor’s results section of the accompanying sateedf findings and questioned costs.

Management’'s Responsibility

Management is responsible for compliance with faldstatutes, regulations, and the terms and
conditions of its federal awards applicable tdetderal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on cliamge for each of Perry County School District's
major federal programs based on our audit of thesyf compliance requirements referred to above.
We conducted our audit of compliance in accordavitte auditing standards generally accepted in the
United States of America; the standards applicabldinancial audits contained iGovernment
Auditing Standardsissued by the Comptroller General of the Unitethtes; and the audit
requirements of Title 2 U.SCode of Federal RegulationPart 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requiregsnéor Federal AwardgUniform Guidance).
Those standards and the Uniform Guidance requa wle plan and perform the audit to obtain
reasonable assurance about whether noncomplianite the types of compliance requirements
referred to above that could have a direct and madtffect on a major federal program occurred. An
audit includes examining, on a test basis, evidedit Perry County School District’'s compliance
with those requirements and performing such othecqmlures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonablesfas our opinion on compliance for each major
federal program. However, our audit does not pm@wddegal determination of Perry County School
District's compliance.

Opinion on Each Major Federal Program

In our opinion, Perry County School District congglj in all material respects, with the types of
compliance requirements referred to above thatdcbale a direct and material effect on each of its
major federal programs for the year ended Jun2@%.
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Report on Internal Control Over Compliance

Management of Perry County School District is remsilale for establishing and maintaining effective
internal control over compliance with the typesaoimpliance requirements referred to above. In
planning and performing our audit of compliance, emnsidered Perry County School District’'s
internal control over compliance with the types@duirements that could have a direct and material
effect on each major federal program to deternieeauditing procedures that are appropriate in the
circumstances for the purpose of expressing anapion compliance for each major federal program
and to test and report on internal control over gigance in accordance with the Uniform Guidance,
but not for the purpose of expressing an opiniontlom effectiveness of internal control over
compliance. Accordingly, we do not express an apiron the effectiveness of Perry County School
District’s internal control over compliance.

A deficiency in internal control over complianegists when the design or operation of a contvel o
compliance does not allow management or employieethe normal course of performing their
assigned functions, to prevent, or detect and chrmoncompliance with a type of compliance
requirement of a federal program on a timely ba&ignaterial weakness in internal control over
complianceis a deficiency, or combination of deficiencias,nternal control over compliance, such
that there is a reasonable possibility that mdtam@ncompliance with a type of compliance
requirement of a federal program will not be pregdnor detected and corrected, on a timely basis.
significant deficiency in internal control over cpliance is a deficiency, or a combination of
deficiencies, in internal control over compliancihwa type of compliance requirement of a federal
program that is less severe than a material weaknesternal control over compliance, yet impottan
enough to merit attention by those charged withegoance.

Our consideration of internal control over comptiarwas for the limited purpose described in the
first paragraph of this section and was not designadentify all deficiencies in internal contraver
compliance that might be material weaknesses aifiignt deficiencies. We did not identify any
deficiencies in internal control over compliancatttve consider to be material weaknesses. However,
material weaknesses may exist that have not beetifidd.

The purpose of this report on internal control osempliance is solely to describe the scope of our
testing of internal control over compliance and riesults of that testing based on the requiremants
the Uniform Guidance. Accordingly, this report s suitable for any other purpose.
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Chris Gooch

Certified Public Accountant

Hazard, Kentucky

November 9, 2016
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PERRY COUNTY SCHOOL DISTRICT

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For the Year Ended June 30, 2016

FINDING RELATED TO THE FINANCIAL STATEMENTS -

None

FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS -

None



65.
PERRY COUNTY SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2016

SUMMARY OF AUDIT RESULTS -

1. We have issued an unmodified opinion on the firelrstatements.

2. No material weakness or significant deficiency identified as a material weakness was
disclosed by the audit of the financial statements.

3. No material noncompliance was disclosed in ourtafdhe financial statements.

4. No material weakness or significant deficiency identified as a material weakness was
disclosed by the audit in internal control over onggrograms.

5. We have issued an unmodified opinion on complidacenajor programs.

6. The audit did not disclose any audit findings whigk are required to report under
section 200.516 of Title 2 U.S. Code of FederalRatipns Part 200.

7. Perry County School District had the following nrgpoograms:

U. S. Department of Education
Passed through State Department of Education:
Title | CFDA number 84.010
- Special Education Cluster -

IDEA-B Basic
CFDA number 84.027

IDEA-B Preschool
CFDA number 84.173

U.S. Department of Agriculture
- Passed through State Departments of Educatiodgndulture -
- Child Nutrition Cluster -
School Lunch and Breakfast Program, Summer FoodcggProgram
for Children
CFDA numbers 10.553, 10.555 &10.559

The dollar threshold used to distinguish betweerjomand non-major programs was
$750,000.

The auditee qualified as a low-risk auditee undmtisn 200.520 of Title 2 U.S. Code of
Federal Regulations Part 200.



PERRY COUNTY SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (contimi}e

For the Year Ended June 30, 2016

FINDING RELATED TO THE FINANCIAL STATEMENTS -

None

FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS -

None
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Perry County Board of Education
and Management
Hazard, Kentucky

In planning and performing our audit of the fina@tatements of Perry County School District for
the year ended June 30, 2016, we considered thecDssinternal control structure to determine our
auditing procedures for the purpose of expressinggnion on the financial statements and not to
provide assurance on the internal control structure

However, during our audit we became aware of mmtthat are opportunities for strengthening
internal controls and operation efficiency. The meamdum that accompanies this letter summarized
our comments and suggestions regarding those matferseparate report dated November 9, 2016,
contains our report on the District’s internal gohstructure. This letter does not affect ourarep
dated November 9, 2016 on the financial statenmritee Perry County School District.

We will review the status of these comments dupng next audit engagement. We have already
discussed many of these comments and suggestitins/arious District personnel, and we will be
pleased to discuss them in further detail at yamvenience, to perform any additional study of ¢hes
matters, or to assist you in implementing the rebemdations.

Respectfully,
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Chris Gooch

Certified Public Accountant

Hazard, Kentucky

November 9, 2016
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PERRY COUNTY SCHOOL DISTRICT

MANAGEMENT LETTER COMMENTS

For the Year Ended June 30, 2016

Prior Year Comments

1. The District should periodically examine a samglea&rsonnel deductions for reasonableness
and document its review.

- Management personnel are utilizing databases withinsystem and periodically reviewing
payroll deductions for dsicrepancies.

2. The District should continue to monitor activitynfils expenditures as it relates to the nature
of the transaction. We noted tools and suppliesieed, $668.53, Lowes, directly from an
activity fund account at Perry County Central HEthool. We noted a professional
development expenditure paid directly out of RobmElementary Activity Fund, $1,000,
without indication of reimbursement by the Genénahd.

- Management has provided continuing education teqramel responsible for purchasing,
assuring expenditures are properly accounted eittignin the Activity Fund accounts, the
Site Based account or utilization of Fund 22, wtegsplicable.

3. School food service purchased $550 in prepaidé-tards and various prizes without
documening who received the item and the schoateélpurpose.

- Applicable management personnel have been notiigakding proper accounting for this
type expenditure.

4. School purchasing and accounts payable shouldeadsguments on file indicate
disbursements are paid from itemized receipts raktzen vendor statements.

- Management has provided continuing education tdiegiple personnel regarding
maintenance of proper underlying documents requioeslipport disbursement transactions.

5. Gift cards were purchased out of the General Fendwant from Food City without indication
of recipient or school purpose.

- Management has implemented procedures to assuaé dteipts indicate school purpose.

6. Noted two instances the District overpaid vendgrsdmitting prior balances listed on
statements previously paid. The District was cestéind/or refunded in both instances.

- Management personnel has enhanced its statemeaatwgvocess for vendor accounts.

Current Year Comments

1. When testing April Food Service claims for reimiaments, we noted Viper Elementary and
Buckhorn Schools had underclaimed meals when caomgptir underlying data. Management
should emphasize controls regarding review andn@lation of meal claims.

2. State sales tax was paid on District Windstrearpiges, $656.94. However, the vendor was
notified and a credit was received.



